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qs Caplin-ecross F. 342a 1407 
Seggos, to get more shares if you could sell more? 

A We had originally told him that we thought we 
could sell ! 1° 1 million shares and I believs he 
indicated thi. if we could sell more he would make more 
available to us. 

Q Mr. Caplin, regarding your saie of Dennison in 
June of 1972 is it a fact that any orders that were placed 


after June 14 or June 15 were subsequently canceled by 


Gotham? 
A Yes, they were 
Q And so, in effect, is it not a fact then that 


yur selling was completed, by the latest, June 15, 1972? 
I am talking about your actual sales now. 


A Well, we had billed the customers, received 


‘money and then we refunded the money and subsequently 


canceled the shares. 


Q Thtwas for your orders received subsequent to 
June 15? 
SSS * 

A’ Correct. 

Q And so no sales were consummated subsequent to 
June 15, 1972, is that correct? Withdrawn. 


Referring, sir, to your telephone conversation 
with Mr. Coven that you testified to in the latter part of 


June of 1972, you pliacedthat call, is it not correct? 
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i: jqs Caplin-cross 1408 
oi A That is correct. 
% 4 | Q In the course of thac telephone conversation 


r 
4 | did you tell Mr. Coven that Carlton-Cambridge had appeared 


iJ 5 in the Pink Sheets relative to Dennison Securities? 
6 | A  _& believe I did. | 

7 THE COURT: This is what part of June? | 

i i 

§ MR. DERFNER: The latter part of June. If i | 

\ ; 

9 | can ask another question we can zero in on it. : 

i0 Q I believe you testified that this conversation | 


was June 29, 1972, is that correct? 


SUTHERN DISTRICT COURT REPORTERS 
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2 | A I am not sure of the date but it was after the : 

13 | receipt of our letter of American Stock Transfer. | 

i | Q Exhibit 27? | 

| A Yes, that would be around the 27th, 28th or 29. | 

6 I am not sure of the dates. | 

” THE COURT: And the question again was what? 

, MR. DERFNER: I will ask the question again. | 

| THE COURT: Read it back. 

2 | (Question read.) 

{ 

21 | Q Now, Mx. Caplin, did Mr. Coven then respond in | 

2 | “some or substance that as a result of Caistenarteabetben's 

| appearance in the Pink Sheets that Gotham had best stop | 

~ 24 its selling at that point? | 

5 1 A Basically yes, that was said. I don't think | 
| 
| 


Co 


in 


24 


jqs Caplin-cxoss _. 0448 M409 


he said I best stop our selling because we had ceased 


—— 


selling the stock. I believe he was surprised when I 
told him that Carlton-Cambridge had appeared in the Pink 
Sheets. 

He told me something to the effect that since 
they were trading the stock the issue was closed and, 
therefore, no more stock should be sold, something to that 
effect. 

Q You say he expressed surprise that Carlton- 


Cambridge had appeared in the Pink Sheets? 


A I don't believe he had known prior to my tell- 
ing hin. 
Q And he responded then, in effect, as a result 


of Carlton Cambridge's appearance in the Pink Sheets the 


issue was closed, is that testimony? 


A I don’t know if that was exactl: ‘e way it was 
said. 

Q In substance? 

A Yes, in substance. 


MR. DERFNER: TI have no further questions at 
this time, your Honor. 


THE COURT: All right. 
Mr. Jaffe. 
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: | _ 345a 
2 | A By our customers. 
3 Q You issued that first check on May 31, is that 
4 | correct? | 
I} 
5 | A Yes, sir. 
od i} 
6 | Q Where was the check sent, if you recall? 
{ 
7 A I believe the check was picked up personally 
| i 
8 | by Jules Ziffer of Stevens, Jackson. He was to bring it | 
B y a cme } 
9 to a closing. 
‘ 1 | Q Do you recall whether that was a gross check : 
j / 
; 
i] | of was it a net of the commissions? } 
os i 
12 | MR. BEIRNE: Objection, your Honor, on the same 
a | 
1S | basis. 
i 
cs , 
ig | THE “OURT: That is the check to Seggos. 
| 
| 
iS || MR. DERFNER: What was Plaintiff's objection? | 
| 
6 | MR. BEIRVE: I again believe that this is 
H 
i : 
17 beyond the scope ofthe direct. | 


THE COURT: I will allow that. 


! 
| 
i9 | Wh?cth was it, sir? 
20 | THE WTT™NTSS: TI _— it was a net check, 
21 not a gross check. 
2 | Q You say net. Was there any particular reason 
2 | why it was a net check? 
3 x | THE COURT: I will sustain the obiectid¢h. 
ys) | Q You sent that directly to Republic Yational 
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dizferent from those persons wao had purchased subs 


ewe 


rather, previous to the May 3lst date? 


A Z had not the Slightest idea, 


' Q You don't know? 
| A No. 
Q Zo the hest of your knowledge there covid héve 


been persons who were previously solicited prior to th 


| May 31st date? 


A That is correct, 
Q Of your own personal know dse you have no 


knowledge of new custcmers keing solicited for penn: 


|| Pezsonnel stock subsequert to May 31st? 


t A ZI don’t know. 
1 
i Q And when you did sead in this listing to Mr. 


Karfunkel on the 21st, you were informed that 


; had been closed and no Stock would be issued without 


authorization from the eadiananiiadal 


~ 


A I.don't believe that that letter says that 


| the issue had been Closed. It savs 


(without authorization from the underwriter, 


| 
Q Did you get authori 


if] 
ame you could receive *riginal ssuse Stock? 
Por ese two clients? 


Yes. 
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i| 24273 
A Ho, we did not receive that authorization. 
\\ 


MR. DERFNSR: Cn my cross-exanination f neglected 


| Ome Minor area. It goes only to th 
\ THE COURT: tis will come back to it. 
MR. DAVIS: No questions. 


THE CCURT: Mx. Bovie. 


CRCSS-ESAMIVATICH 


eae 


| Q Mx. Caplin, my name is Boyle. I represent the 
| Republic National Bank. 
You were asked to lcok at 22A before. Do yor 


recognize that. document? 


Yes, it was a dclivery bill from Republic National 


| A Yes, I would like to sea it. Yes, Ix recognize it. 
| = 

Q Can you describe it, please? 

| 

i A 

i 


Bank, the securities department, to Gotham Securit yY showing 


that they were delivering to us 210,500 shares of Dennison 
Personnel, and it is signed by my brother, Joel Caplin, 
jas having received said stock, 

Q Did you receive, in fact, the certificates waich 
| yyou were entitled to as a result of your participation in 


ste Dennison offing? ta 


| A Well, that is a broad question. 


INITED STATES Coury bcuse 
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Moreover, I recall at the time we also indicated 


| jqh * Greco-di rect _ 348 1427 


| that Mr. Greco could cross-examine, ask any questions, 
t 


and he elected not to at that time. The point I am raising 


TER, 
> 


' 
your Honor, is if he is giving any testimony referring to | 
| 


haat 
zy 


LENT TT 
o @ 
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any conversations between himself and M-. Bowes, I believe 


~ 


that the only one that can release him under the attorney- 
client privilege is Mr. Bowes himselz. I do not see 


Mr. Bowes in the courtroom toda2h. 


; Le THE COURT: All right. I would believe that 

N | Mr. Bowes has every reason to know that Mr. Greco is a 

| % witness in the proceeding here. It has been indicated 
je to him heretofore and he knows that Mr. Greco is in the 
? courtroom when he testified. 
* | If he had an interest in preserving any rights 
, | which were his I would expect him to be here to assert them. 
i No one has standing to assert them in this behalf except 
™ himself and possibly his dounsel, so we will proceed. 

b2 9 | Go ahead. 

ad t Q Mr. Greco, what is your occupation? 
* | A I am an attorney-at-law. ! 
2 | Q Where are you adnitted? | 
r | A State of New York in the United States District 
y Court for the Southern District of New York and the Eastern 
Ps) 


- 
District. 
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Q How long have you been an attorney? 
A I believe I was admitted in March of 1961. 
Q Where is your office located? 
| A 400 Madison Avenue, New York City. 
6 | Q Directing your attention to the period of May 
| and June of 1972, at that time did youmset or have any 
a | conversations with Gerald Bowes? 
9 | A I did. 
10 Q Did ydu speak to him with resrect to the 


nN Dennison Personnel public offering at all? 

A The substance of my corversations with Mr. Bowes 
| at that time were a request to represent him at a closing 
of the public offering of Dennison Personnel, Inc. and 

1S . the representation ie to be personal. 

16 | 


Q He asked you to represent him? 


: A ..Yes. 
8 | Q In that capacity? 
id ! A. Yes. 
20 | Q How did this request occur? Did you meet with 
al him? Did te call you or what happened? 
” B It was a telephonic request. 
” Q Did he call you? 
* A Yes. 
™ Q Did you agree to represent him personally? 
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| A Yes, I did. 


\ Q What subsequently happened? 


=pew rey 


4 | é& I had gotten a call in early June to meet with 


aia 


13% Sanaa nine es Obici 
Co wm 


Mr. Bowes at -- I am not sure of the name of the bank, | 
at the bank at which the closing was going to take place | 
in connection with a closing on Dennison Personnel pudlic 


offering. I at that time indicated -- it was short notice 


wtbwe 


ew 
bY 


he 


and I wasn't sure whether 1 could make it. 


E 9 | Q You said you weren't sure of the name of the 
E " bank. Was it Republic National Bank? 
? A That sounds like it, 
13 | 
E Q This request to appear at the bank, you say 
a i 
3 14 | 
p | took place in early June, is that correct, of 1972? 
i 15 | 
4 Hi A I believe so. 
3 16 | 
a 
a | Q Were you able to attend this meeting? 
: 17 || 
; | A At about 3 o'clock that day or 3:15 I left 
18 . - 
| my office with Mr. Bernard Spear, who westhe accountant 
19 
for Dennison Personnel, I believe at that time, or the 
2 
auditor, and was proceeding rard the Republic Bank when 
2) z 
: I met Mr. Bowes on his way back. 
2 
! Q Did you have a conversation with Mr. Bowes at 
23 
that time? 
24 
A He indicated to me that the closing had been 
y-) 
adjourned and that he would call me again. 
SOUTHERN DISTRICT COURT REPORTERS 
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a or (9 a0 am 7 ; 7 = 7 - + - J - . 
Q 4c. Greco, Hlir 30wes enat he was not going 
enrouch with the deal, and vou asked him far his reason? 
bl — ~ 
Is that correct? 
A -8S-6 
~ mi lo 3 eo °?F,"499 “~ ~~ - 40 — « = ed 
iJ ~L0 NS Glivs you a reason, LCNOUL Saying nae 
Pa Poe lhe As 
nm ,eS nS aid. 
m4 y re e oA lam te ¢ ee to Ye — - 
e) baa You naving neard tnat reason then have a 
COnvYEersatbion 
\ Vy = ad “aa -' ° “¢ co < “ o.94 te 7 attr 
A GS, ws nar 2 Co; S[SACLON Wistrn Ac. Coven. 
“ loulLd vou citvye vs «ha substance of shat conver- 
“ HL ivi. Yive 2 elie OBS el UCSC OL ~iiAl Lvo 
S&=1L0n? 
qi Z asked Mr. Coven his reason -- 
Try COorwDmne Vv = 5 a 2 tpieln st ~ 2S as nA 
THE COURT: You can tell us anything you said 
ar 
Lew i @ 2 
a f 4 » ig a: * urht } 
A \Continuing) I saw no reason why Mr. Coven 
7 te + =e oe ~ de }. 4 le a 
wWantea =O appear as a co-sisnee on the checks of this cor- 
poration 
LY ae Some we --* 


Q Which corporation? 


Dennison 


tes 


Personnel, Inc. 


Mr. Coven's response to that statement? 


he asked me who I was and 


what I 


hax 


ss. 


deing t — ind I 


told him that I was the attorney 


Gerald Bowes perscnally. Then he indicated to me 


3x) 
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. - - see 4 os aate UTS a 
that he choveht -- he said that “fe Lt 5% going to 
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co-sign on these checks, tnan “Mr. Powes snoulda tell me way 
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phone that 2is company was going to 
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go bankrupt if this public isn't concluded." 
hos2 were jOras. 
2 Wheat was vour response &2 *£nat? 
A T looked at Mr. Eowes and he gave me an answer. 
TIE COURT: In Mr. Coven's presence? 
Tn Mr. Coven’s presence. 
o That was the substance of his answer? 
a He said that “I never said the company would go 
PANY 
bankzsupt." te—-said,—'i-waented to put pressurs to ir. 
Peaven -c eonclude the deal." 
SOvSEn cC CONSCLUCeS Vso Vcc: 


cudlcetc! “amas iia sisi ia Mkts 0 its a ae Fee ae Pa Paar ae ee 
wien sir. Coven concezaitng one suoscance Of tne accountan=:'’ Ss 


tha discussion more or less terminated at that point. 
Q Do you remember anything else? 
MR. JAFFE: Your Honor, there was a rather long 


e 


peint in that answer. If the court reporter would please 


THE COURT: Yes, go back to the question 


oe ce ee 
EE el tee z 
Greco-direct ' 3536 1438 
subject? 
3 | A There was no discussion. I just pinpointed 
| 
- | those factors out to him. 
i 
-) Q Just so it is a little bit clearer, did there 
£ i come up in the context of the discussion whether the 
7 i company would or would not go bankrupt? 
| 
E A It came up in the context that If thought that 
9 the prospectus was ~~ 
10 | MR. DERFNER: ¢ jection, your Honor, as to what 
" : the witness thought. 
2 MR. BEIRVE: TI will withdraw that, your Honor. 
13 | Q Did Mr. Coven say anything to you which caused 
14 | you to discuss the prospectus and the risk factors as 
15 you did? 
ba | MR. DERFNER: Again, your Honor. 
¥ _ mye courT: I will allow it. 
18 A What he said to me was ~~ it was in response to 
9 his question concerning his telephone conversation with 
20 Mr. Bowes that precipitated that discussion. 
2) Q I think you also mentioned that you had discus~ 
a sions in the presevose of representatives of the bank? 
ad Is that correct? 
24 A Yes, I had general discussions in the presence 
2% of Mr. Dallal, and then he was later joined by Mr. Lytle, 
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Mr. Lavin, Mr. Rega, and Mr. Coven. 


Q 


A 
Mr. Coven, 
Lytle. 


Q 


_versation? 


Wnom were you speaking to primarily? 
I was speaking at various times either to 


- 


Mr. Rega, Mr. Levin, and on one occasion Mr. 


Would you describe the substance of that con- 
What was said by the various parties. 


MR. JAFFE: Could we have specification as to 


which party? 


Q 


Well, begin at the beginning. Who was the 


first party you spoke to? 


A 


Well, iir. Coven was the first party I spoke to 


on that matter I have already testified to. Then I 


received word, I believe, from Mr. Spear, the accountant, 


that there was approximately$260,000 -- I don't recall 


the precise figure -- inthe escrow account, and I said 


to Mr. Coven, “You cannot close anyway today, there is no 


money in the escrow account; there is not enough Money 


in the escrow account.” 


And that precipitated a discussion. 


At that point I asked Mr. Dallal if he were 


certain that was in there, and he said, "Yes." 


Q 


Mr. Coven? 


Then you said what you just testified to to 


SOUTHERN DISTRICT COURT REPORTERS 
UNITED STATES COURT HOUSE 


FOLEY SOQUARE.NLY..NY 10007 TELEPHONE: CORTLAND 74580 


ee sat din Sg a 
Ta Pelt corer. 


ah 


ms Greco-direct 1440 
| 355a 
2 | A Yes. 
| Q When you said that to Mr. Coven, was anyone | 
4 else present and listening? 
5 A Mr. Levin. 
6 Q At this point was the bank's representatives | 
' listening? 
8 | A I don't think so. 
9 Q What did Mr. Coven say to you when you made 
0 | that statement about the money in the account? 
Hf 
1 | A Well, in fairness, Mr. Coven and Mr. Levin 
12 | disagreed with me as attorneys. There was a disagree- 
13 ment on the interpretation of the law. Mr. Levin and I 
‘ 14 had a discussion. He was pointing to the prospectus, 
15 from a paye in the prospectus indicating that as long as 
16 there is a sale of a minimum number, where does it say that 
7 a minimum of $300,000 has to be deposited in the escrow 
18 account. And I ramember telling Mr. Levin that -- 
19 Q Excuse me. Was Mr. Coven still there? 
20 MR. JAFFE: Objection to interrupting the 
21 witness in the middle of an answer. 
2 | MR. BEIRNE: I am sorry, your Honor. 
23 A (Continuing) I remember telling Mr. Levin 
24 that I didn't want to cite them with him now at a closing 
& 


and review all of the exhibits in connection with this 
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closing, which would include the escrow agreesent, the 
underwriter's agreement and all the other docwsants, 
It would take a good afternoon. But that I was jast 
basing my opinion on my experience and a natural reactiog 4 
to an escrow which did not contain, at least, the ainizess 
funds on deposit at closing. 

Q My question is, was Mr. Coven praesent walle 
you were having this discussion with Mr. Levin? 

A I don't believe so. I think he was stasiiue 
in the background. 

Q You indicated originally then you had @ 
difference among attorneys, with Mr. Levin and Mr. Gre ; 
What did Mr. Coven say on the subject? PS 

A He said, “We could close net. It ls ce t 
all the time." 7 

And I said, “Yes, but only after the aisles 


funds are on deposit." And he just disagreed with 38 


and indicated his disagr2ement. 


Q Do you remember what else, if anythloz, Se Pelt: 

A *% think he said he thought I was eratye , 

Q Now -- 

A At this point you just refreshed 27 recolles*. 
tion. I said, "How do you know all the shares hire 
been sold? The fact that the escrow does not — 
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ms Greco-direct 
the minimum is a red flag to me, anyway, that the shares 
may not have been sold.’ 

Q What was his resp-nse to that? 

A Well, Mr. Levin chimed in -- well, before Mr. 
Levin, Mr. Rega got very angry and he started to scream 
at me that I was calling him a liar. And I told him 
I was just trying to do my job and nobody is calling hir 
a liar. Then Mr. Levin and I had a discussion concer 
whether or not the shares had been sold, and I told him 
that he better be damned sure if he closes this that th 


s hares are sold. 
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ticket or other documert exchange? 
A I did not see any. 

MR. JAFFE: If I may, your Honcr, I object to 
this line of questioning since we have evidence in the 
record as to when in fact the stock certificates were ex- 
changed and listed some particular things up to it. 

MR. BEIRNE: I won't drag it out, your Honor. 

THE COURT: All right. 

Q Were any checks given in payment for any shares 
of stock of Dennison? 

A To who? 

Q To anyone. In other words, did a closing occur 
in the sense that money was paid for this stock? 

A Not in my presence and not to my knowledge. 

Q Was there any discussion as to whether the 
offering would continue? 

A It was my distinct impression throughout te 
entire closing, based upon -- 

MR. DEPFNER: Objection to what his distinct 
impression was. 

THE COURT: See if you can get it the other way 
around. 

Q No’ sir, did you form an impression, yes or no? 


A Yes. 
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MR. JAFFE: I object to any testimony as to in- 
pressions. We are trying to get facts here. 

THE COURT: So far the objection is overruled. 

MR. DERFNER: We are getting an impression as to 
what; yow Honor? 

THE COURT: We will see. 

Q Now, sir, will you tell the court what if 
any statements made to you or in your presence lead you to 
make such an assumption? 

MR. DERFNER: I don’t wish to belabor this but 
we have testimony that he formed an impression. This can be 
an impression of anything. 

THE COURT: Do you want him to state what his im 
pression was? 

MR. DERFNER: I don't know. The question was does 
he have an impression. He can have an impression as to any~ 
thing. 

THE COURT: That is true. We will take it, recog- 
nizing that deficiency. We will take it for the time being. 

What if anything did you hear or see and on the 
part of whom which caused you to draw any conclusions . 
or impressions about anything on the question of whether 
the offering was to be continued or not? 

THE WITNESS: There was a discussion between Mr. 


te 


SOUTHERN DISTRICT COURT REPORTERS 
UNITZD STATES COURT Hesst 
FOLEY SQUARE, NY.,NY. 10007 9 TELEPHONE: CORTLAND 7680 


jqhs Greco-direct se 3614, 450 
Bowes and Mr. Coven, a running discussion, up front. 

In other words, at the outset when we were talking about 
co-signing checks, etc., and I had heard more than once 
during the course of that afternoon that the offering is 
going to be completed in full. 

THE COURT: Who said that? 

THE WITNESS: I know Mr. Coven said it. I can't 
state that I heard Mr. Rega say it or Mr. Levin. I would 
have to say that the only one I recall Saying that was 
Mr. Coven. 

MR. DERFNER: Could ve just have now the answer 
read back as to what Mr. Coven allegedly mid? 

THE COURT: All right. 

(Answer read.) 

Q Just to clarify the record, sir, what do 
you mean by completed in full? 

A The closing we were attending was a first closing 
and that there would be another closing wherein the full 
amount of the offering, the maximum amount, would be closed, 

Q Was Mr. Rega present when Mr. Coven made this 
statement? 

A I don't recall. 


THE COURT:Mr. who? 


MR. BEIRNE: Was Mr. Rega present when Mr. Coven 
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2!» made the statement. 


3 THE COURT: Thank you. 

< Q Mr. Greco, did there come a time when you learned 
5 that an after market had opened in Dennison Personnel? 

° A Yes. 
7 | Q When did you learn of that? 


A I received a phone call from Mr. Bowes. 

Q Can you fix this phone call in time? Do you 
remember when? 

A It was at least two or three weeks after the 


closing. 


| 
| Q When you say the closing, you mean the meeting 


1 at the bank which you just testified to? 

| A Yes. 

Q After receiving this phone call from Mr. Bowes 
{ did you do anything? 


A At that time? 


19 
Q Yes, sir. 
20 
A I am not certain. I am not sure what I did. I 
2) 
only know what I told Mr. Bowes. 
Zz 
MR. DERFNER: Your Honor, I would like to know 
2B 
or get a clarification, if the testimony that the witness 
24 
has given regarding a telephone call from Mr. Bowes is 
3 


being offered for the truth, that is the truth that Mr. 
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JAFFE: No further questions, your Honor. 
DAVIS: No questions. 
COURT: Mr. Derfner? 
MR. DERFNER: Thank you, your Honor. 
CROSS EXAMINATION 


BY MR. DERFNER: 


Q Mr. Greco, did you ever work for the SEC? 

A Yes, I did. 

Q When was that? 

A 1962 to 1965. 

Q Did you have occasion to work on public offer- 


ings in the course of your employment with the SEC? 
A No. Investigation of public offerings. 
THE COURT: You did work on investigation of 
public offerings? 
THE WITNESS: Yes, sir. 
Q Also, Mr. Greco, prior to April of 1972 were you 
ever counsel for Dennison Personnel, Inc.? 
A Ye Se 
Q When was that? 
MR. BEIRNE: Objection, your Honor. It is 
beyond the scope of the direct. We started with the 
May-June period. 


THE COURT: I will allow it. = 
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I think the spring of i970. 
and the underwriter had 
gone bankrupt, i at point my sy represent- 
ation for the oubii. ering and my regular monthly 
rer aticn abai although I was consulted periodi-~ 
aily on specific matters thereafter 
2 But az the tine that your presentation 


abated you were no Longer counsel to 
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Zs that correct? 


ile od 
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A That is correct. 

Q Now, referring to the mseting in June of 1972 
the Republic National Bank, did you ever tell Mr. 
wes to leave that meeting prior to its being terminated? 

A Are you saying in the presence of others or 
oafidentially? 


Q Did you ever direct him in the presence of 
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A No, I did not. 
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Q Now, during the hiatus between the time that 
you ceased representing Dennison in the spring of 1972 
and the time when you again became counsel for Dennison, 
were vou representing Mr. Bowes pexsonally? 
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Q But you did represent Mr. Bowes at the meeting 
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A Yes, I do. JE8a 

Q Do you specialize in any particular market? 

B All over-the-counter stocks. 

Q Mr. eeeeiies when did you first hear of a stock 
called Dennison Personnel? 

2. I believe it was a few months before it came. 

Cc Can we fix an approximate point of time when you 
first heard of it? 

a March, April, I couldn't be for sure. 

Q You say when it first came, what do you mean? 

A It was mentioned to me that an un‘terwriting was 
being brought by Carlton-Cambridge. 

Q Assuming the underwriting became efiiective in 
April of 1972, does that help you in any wav to fix more 
accurately approximately when you first heart of the issue? 

A z believe it might have been at ttat time or maybe 
a month or so before. I really couldn't say. 

MR. JAFFE: Your Honor, the witness speaks very low. 
Can you ask him to speak up? 

} THE COURT: Yes. 

Q Mr. Morris, can you tell the court how you first 
heard about Dennison Personnel? 

A Well, in my capecity as a tiader we deal with 


Carlton-Cambridge who had a lot of retail business. They had 
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When you sooke to Mr. Rega wes this in person? 


a Ho; Z ociinve it was on the phone. 


: De you roenll if he said anything else concerniryg 


4 ~ > . rs. = A 
Denaniscn Pexconnel d 


living that initial conversation? 
A No, not that I recall. 


. Mc. Morris, subsequent .o this initial coaversatioz 


did there come a time when the subject of Dennison Personnel 
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Was mouchened to wou again? 
is Me, I think just about a day or two betore. 

the eieclk came is waen I had spoicen to him about it acainr. 
G Let's £yo1s on that. When vou say the stock came, 

what dc you menn? 


i In ober vords, whether or ret th 
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Geal would 
be closing scon. I think I might have speoxen to him t5 get 


e dat: approximately and I believe it was sald the nest day. 


nee EF ET OG 


¢: Bre we taiking about a sepi.rate distinct conver- i 
satio:: or the em2 initial conversation? H 
i This is ofter I founé ovt zebout the issue itscif. |; 


%) 


Appreximately how long after you first heard 


aig: the iseuz: iis lf did you discuss Denniscn Personnel? 


tw 


I would sny abouc 2 couple of days 2xefore it cue 


—oc 


Ii should be around June. 


¢ Arourd June of 1972? 

2 Yes. 

¢ With wncm did you discuges Denzizon Personnel? 

2 I think it was Joseph Rega. 

¢ Wea this conversation in perzon or by teLephcne? 
2 I believe by phone. 


c Do you recall if you called Mr. Rega? 
A I covldn’t swear to it. I don't know whether 1¢e 


hed calleaG me or I kad called him in a conversation of othr 
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Trance “o know when the deal would be ci 


closing 
and I believe the inswer was given to me "The next dav ox 


the following day.” or something to that effect 


That is 
way I suknitted a listing at the time. 
2 To the best of your recollection, at the time 


oz this second teleshone conversation can you recall -- 


to Dennison Personnel -— what Mr. 
nega said and what you said, to 


i You are talking ahout a few days bef 


Mik. NAYIS: Ob=ection. The witness testified 


22 ’ . 
teh oo oe - 


“Ret cc wasn’t sure that he spoke to Mr, Regn. If the 


question is rephrased as to whomever he s30ke to I would 
have ro cbjection tc it. 
TO. 

1) To the bast of your recollection: during the 


second “slephone corversation, with waom €id you 8, 2ek? 


bv 
f=! 
vo’ 


elieve it was Mr. Rega. 
Q To you setall agzin what Mr. Rega said to yo. 
end what you said to Mr. Rega concerning Dennison? 


A I think = wanted to ascertain whether or fot the 


deal would be coming in the near future and I believe he sa\d 
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it wouic be in a <cziy ox so and, thersZore, F wtered a tate | 
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card. 

| 

2 Could you. explain to the couxt what you mean when | 

> 3 you szy you submitted a listing card? 

: 4 Well, every stock that is traded in the pink | 


SS ee SS 


Sheets hefore it crn be in the pink sheets has to be sutmite 


mat ted tarough a card. It‘s this card that I entered, 


THE COURT 


When you say has to be, is that —- 


THE COURT: Is that the regrirement of your firm 
ox is that a requixement that is brought on your fim, this 
Listi 1g? 

; THE WINWESS: That is the only way you would be 
able co get in the sheets, your Honor. In other words, you 


woule.‘t know if you traded in it if you didnt. 


Q Do you recall anything else, concerning Denniscn, 


being said during that second conversaticn? 


ee en em 


a Ho. 


; Do you ~ecall if Mr. Rega usked you to make a 
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marke: in Dennison: 2ersonnel? -—-£ 
MR. JAFFE: I object, your Honor, leading question. 
THe COURT: Yes, it is leading. | y 
MR. HEGHMANN: I believe we have exhausted the 
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asout © ing. N23 Cl2 discussion and 
with whom? 
THE WITNESS: I believe it was with Mr. Rega to 
Scartiin whether os not the stock world ka trading in the 
near FL£ncnre 
TMS CCURT: Who wanted ts ven? 
THE NITWESS: I believe < did 
TEE CCURT: Y¥su called nin om did he cali wou? 
TSE VWIThHESS22 eoulkdn'+: teculi, vour Poncr. 
, SEE COUR’: You did tell us wou couldn recail. 
¢ tMink you said vou might have been talking about somethias 
eige 
f T2585 WIPUESS: Yes 
THE CCURT: Dennison came up. 
in anv event, it was discussed, 
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know the .ssne was to be closing 
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THE COU2T: Don't gu into the operation of 
your mind. Just look at it. That sheet may help you 
remember. See if it does. Then if you can, give us 
your best recolleczion. 

THE WITNESS: Well, if this is the wav it 
appaired, ~ would assume that 6/1 is when I first spoke 
with him, an2 then if I did, my first trade was on 6/5, 
IT would assume it is the morning of 6/5 that I actually 
Spoke to him and confiztmed the clesing. 

MR. DAVIS: Same objection. 

THE COURT: Yes. Objection sustained. 

Q Mr. Morris, if a bid appeared in the Pink 
Shee:s dated June 2, 1972, on what date would that bid 
have bsen svuhiittei? 

A The day before. 

Q Now, the Pink Sheets thenselves are dated June 
2 What does that indicate? 

2 Still the day before they pizk up the listings. 

Q The listing is picked up the jay before and 
published the next day? 

2. Yes. 

Q Which date would be on those sheets, the 


previouz diy when the bid was sutmi‘:ted, or the foklowing 


day? 
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- 
A The previovs day. . S7Sa 
Q So if the Pink Sheet at the bottom reads June 


2, when would that bid have been submitted? 
A June l. 
Q Mr. Moris, do you recall when your first trade 


date was in Dennison Personnel? 


A I believe it was Cune 5. 
Qo Pe ox to the first trade you executed in Dennison 
Persontr.2] . you double check to make sure that the issue 


* 


had close?” 
"28. 
How did you do that? 
4 callec up Carlton-Cambridge. I believe I 
spok= to Jcsepr. Rega. 
Q fo the best of your recollection can you tell 
us what was gaid during that conversation? 
a I believe he told me the deal was closed and 
ready, tree for trading, and I, therefore, made a market 


in tne stock. 


first order was? 
A It was a sale. I don't recall the exact 
awount of shares. 
Q Bo you recall what the price was? 
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(Answer read.) ; _ 376a 
THE COURT: I would like you to speak a little 
louder. Act like you were outside trying to hail a 
taxicab. Let these lawyers and all of us haar you. 
THE WITNESS: Yes. 

Q Mr. Mor=is, you have indicated that you had 
received a prospectus for Dennis Personnel? 

A Yes, sir. 

Q Prior to your first trade had you received 
any other ‘ietiiatanihc tii On Dennison Personnel? 

A Other than the prospectus, no, not that I know 
of. 

Q Did you know how many shares of Dennison 
Personnel had been sold? 

A Well, I know it was a 6-million share issue 
at 10 cents. That was stated on the prospectus. 

Q ° At the time of the first transaction do you 
kuoOw how many shares had been sold? 

A I assumed that there were also when the deal 
was stated to me that it was closed the whole issue was 
sold. 

Q Now, in executing this initial transaction on 
June 5, was M. S. Wien left with any type of position, 


either long or short in the stock? 
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2 A Yes, it was short 37,000 shares. 
3 Q Did you subsequently cover any part of that 
4 short? 
5 A On that particular day or following? 
6 Q Did you cover it on that day? 
7 A No, sir. 
8 Q When was your next transaction in Dennison 
9 Personnel? 
10 A My next transaction was the following day. 
nN I purchased 20,000 shares from Carlton-Cambridge at the 
12 price of 13 cents. 
13 | Q Do you recallthe circumstances of that trans- _— 
14 action? 
t 
15 A No. | 
6 | Q Do you recall who called whem? 
7 | A ° ‘No, I couldn't recall for sure. 
18 | Q Do you recall hwo the price wasset for that 
9 transaction? 
20 A I might have been laying:he market 13 bid; I 
21 might have been shorting 13 bid. I could not really 
22 say for seins 
23 Q When you say laying the market -- 
24 A In other words, I might hav: been quoting 
3S 13-17; they might have come in and offered it to me, or 
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I might have gone to them and showed them a bid for the 


stock. I really couldn't say. 
MR. DERFNER: A gentleman has entered the courtr- 


room. Is he a witness? 
THE COURT: No, he is an attorney. 


MR. DERFNER: I didn't object before. I didn't 


application to strike the witness’ twstimony that he 
assumed that the entire issue had been sold. There is 
no foundation for it. His assumption at this point is 
not relevant. 

MR. BEIRNE: I disagree. He was told the 
issue was closed or was closing. 

THE COURT: Overruled. 

Q Mr. Morris, in this secon¢ transaction where 

you purchased the stock from carltor-Cambridge at 13 cents, 


do you recall with whom you transactioned business? 


A It might have been Joe; it might have been 
Lucille. 

Q Do you recall with whon the deal was made? 

A Not specifically. I am sorry. I couldn't. - 

Q Mr. Morris, do you reczll independent of that 


document any transactions with Carlton-Cambridge in July’ 
1972? 
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how the price was determine? 
A Just from this I would just that I was oting 
U 
the stock, Llaviag cut my particular market, was offerei 


tock on my market, purchased it, and finding it bid 


& 


higher away, I sold it out at a profit. 


Is that how you normally trade? Is that ho: 


Le) 


you normally trade any stock? 
A Yes, I would try to buy low and sell ix ata 


profit, Lf Z..could. 


Q MB. Morxis, do you know whatawnen issued méerket 
is? 
A No, I don't believe so. 
THE COURT: How about when, if and asked? 
TH! WITNESS: I have a rough idea, your Honcr, 
As to when the actual stock certificates are 
delivered. 
THE COURT: You mean, when issued? 
THE WITNESS: In other words, when the certi- 
ficaves are issued. I couldn't say for sure. 


I bei.ieve. 
Q Now, tho market that you were making beginnina 


on June 2 of 1972, was that a when issued market? 


A No. ° 


THE COURT: Beginning when? 


aren i CT wees 
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Morris-direct < 1544 
HEGIMANN: On dune 2, yow tloncr, 1972. 


WITWESS: I didn't start trading uatil June 


When you first submitted your bid into the Pink 

:; was it for an as and if issued market? 

Regular market. 

Q Mr. Morris, at the time that yov first sub- 
mitt2a2 your indication into the Pink Sheets, did you 
know that the new issue was still bsing sold? 

A I don't understand the question. 

MR. JAFFE: Objecvion, your Honor. 

(Questiou read.) 

WR. PEGHMANN: Your Honor, pernaps if I with- 
drav ihe question. 

Q Mr. Mo:ris, at the time that you . 1 .itted 
your indication ti the Pink shee.., ‘did you know if the 
issues had been cy:pleted? 

A Becaus2 m, initial submission was just a blank 
lising, then wren the deal was closed I would actually 
subiiit a trading market. When I had submitted that 
lis:ing, I knew taat the market still had not closed: 


just a blank “isting. 


Q Did you subsequently learn that it Had closed? 
A 


Then when I learned it nad closed I decided 
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2 Isn't it a fact tnat you do not versonally know 


Sua > =a «7 fi * 

ir. Barnard J. Coven? 
rn nT ——: 
A Vruc e 


RQ JRF IMR. I> - 
sire Liss Nit $ 3 


I have no further questions. 


MR. BOYLE: No questions. 


ix. Morris is not listed on the Commission's 
iist of witnesses as giving tessimeny against Repuwolic. 
i taink the reason is obvious. I nav2 no questions of 
Eras Wltness. 
BY TiS COURT: 
3. As a trader are you required to be licensed by 


A The NASD. 


Tig COURT: Mr. Beirne? 
Mr. Heghmann? 
MR. HEGHMANN: Wo further quastions. 


TE COURT: Sten down. 
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THE COURT: All right. I will allow it. Thai 
is page 36, lines 14 through 20. 
WR. HEGHMANT: Continuing at the bottom of 
paye 36, by counsel for the plaintiff: 
"At this time I will ask the reporter to mark 
fo: identification five itens, Each individu 
- . &@ deposit slip -- well, is a photostat ct a deposit Siip, 
and ~ tached to that is a Photostat of a check. The 
~21DS are Gated May 19th, Juns 7th, June 7th, 


June 8rh, and June Sth of 1972 


sc 


I would ask the reporter to mark these as 


PLaintizf's Exhibit las respectively, for identification,” 
é 
Your Honor, I would merely not: at this poinc 
fer the record that those exhibits which were markeé 
et thet day ere part of what is now Plaintiff's Exhibit 
‘ 17 in evidence, And that the reporters markings appear 


or. the backs of the relevant checks and deposit slips 
that appear as part of thut @xhibit now. 
“28 COURT: All right. 
MR. HEGSMANN: Turning now to page 38 at line i9: 
“Q Kr. Santoriello, I realize this is @ copy. 


But in looking at the exhibit, can you identify whetier 
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ex not thet is your Signature on these checks?" And 


the reporter's notation fellows "Checks handed to witness." 


"A Yes, chat is my signature on these checks, 


"Q Hr. Santoriello, do you recall writing any of 


those checks? 
"A tf recall signing these checks only. 


"9 Biz. Santorielllo, in connection with the Dernison 


Fersonnei offering. what would ceuse you to issue these 


a A Girective, 
"O From whom? 
™D, Mr. Rege, 


"Q Do you recall whst Mr. Reg2z said to you? 


a us. 


"Q Is it your recollection though that these checks 
were signed ky you at mr. Rega‘s direction? 

“z Yes. 

"2 Now, would you issue — do you recall if you 


issued those checks on the date that Mr. Rega directed 


you to issue them? 


—<- 


LBA 


* <I don*t recall the date, rf énything, I get 
a@ directive and it is acted upon immediately, even from 
@ director, ; 


°Q And the director in this case was Mr. Rega? 


SOUTH AS: STRICT COURT ReroRTte< 
tkeryey STATES Cover House 
CM BY Swisee UY IAA Pese shdlibicsien. hand 


L754 
: #2) Yes.' J8Sa 
‘ Page 49, Lins 11: 
"Q AS part of this directive, did Mr. Rega iastruct 
vor @s to the amount to issue the check in? 
"2 Yes. 
"oO Were these checks drawn on the regular checkin 
account of the fizm of Cav lton-Cambridge? 
"2a Yes." 
MR. JAPPE: Waere are we going to now? 
MR. BEGHMANN: Page 44, line 19, 
ER. CAFPE: I would like to read the next part. 
im, your Honor. 
THE COURT: All right. 


JZ77E: Starting at line 19, pace 40 by 


"Q <At that time do you recall -- now, this is 


again in May and June of 1972 -- 


" 
= 


Right. 


Do you cecall how many checking accounts the 


"A I don’t recall but there was more than one." 
May I have another monsnt -- well, what line 
on 44 are you going to start with? 
; MR. HEGEHDIN: 19. 
se a 
‘ SOUT es CASPRICT QOURT REPORTERS 
; Mitek O°A.788 GUAT bess 
FREY OO TE A?  -TSLAP oes. CORT AND RAED 
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1 mwmh3 “Colloff --gaco 

2 MR, BEIRNE: Resuming at lise 7 on page 15:3 
b 3 "Q Do you recall what your alotment was? 

4; “A A hundred thousand shares. 

| "Q pid you reach that figure? 

6 "~A Yes." : 

a At this point, your Honor, I propose to page 

at 16, line 5: 

of "9 Did there come a time when you stopped 

of soliciting indications for the new issue of Dennison? 

" "A Yes. 

| 


"9 And do you recall approximately when that was? 


"A Some time in June of ‘72. 


eee 


"Q Okay. 
Do you recall why you stopped soliciting 
indications? 
"A- We were told to stop. 
"9 Had you reached your maximum? 
"A §=6Yes, a hundred thousand; right. 


"Q pid you reach that prior to the time that you 
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were told to stop? i 
"Mr. Brown: Do you know? | 

"The Winess: I do. i , 

"A Yes. 

"9 Did you attempt to sell more than your maxi mm? | 


ah. . .. af rreerniladns. eS Te eee ees " Bone * ie ‘ 
’ 
mmhl4 "Colloff 3870 oe: 


be? 
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"A Yes, I did.” 


be 9: MR. BEIRNE: At this point, your Honor, I P 
‘f propose to go to page 17, line 7: # 
3 "Q How did you attempt to go beyond the one hundred - 4 
6? thousand-share allotment? 


7f "A I asked my branch manager. 


TT ero 8G 
ot aad. i es 


"Q And what was his response? 


oe 


: "A The maxium had been done. 


"Q Did he indicate to you that you cannot sell 


any more shares? 


a . : 
ss aie ina ee em 


“A Yes. 


"OQ When he said ‘the maximm,' was he speaking 


THITE Tes 


of your maximm, the 100,000 rli«-es you were given? 


"A Yes." 


Pay Sh thea tanna Scat 


wa 


carta ret - 


MR. MAHONEY: Objection. he is asking the witness | 


upt 


to read the mind of a third party. 


co 


8 
SEN aA, 


THE COURT: Yes. 


a) 


for a verbal indication. The word “indicate” is used, but 


Land 
~ 


in the context of the questioning and especially the 


i 
MR. BEIRNE: I thirk the question is looking : 
i 
t 
i 
i 
i 


following ruestion, “When he said," I think what is clearly 


8 8B 


being sought is conversation, rather than mental im- 

pressions. 

MR. MAHONEY: Your Honcr, they talk about two 
SOUTK ERK DISTRICT T REPORTERS 
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a I would like to point out again on wae Manor 
‘ 3 situation. I think that also, in answer to your question, 
| 4 is where the bank did not insisst upon the gross proceeds. 
5 If the bank had insisted upon $300,000 and somebody had 
6 come up with a check for $40,000 or so which did not really 
; 7 represent a submission of funds by a purchaser, we might 
| 6 very well have a different Gase; we would, in fact, have 
:: ® a different case. But where the bank settles for less 
| 10 than the gross amount -- of course, that is one of the 
f il points I am making -~- this alleviates the difficulty from 
2 the point of view of those who would evade the rule. 
4 
3 THE COURT: Do you envision that assuming the 
; M4 records had not been destroyed, assuming that everything 
5 that Mr. Boyle has said and interpreted as occurring did 


ort e Pie’ 


occur in that fashion, do you envision a situation in which 


" a bank serving as escrow agent might very well have verified 
8 by one means or another, that given the facts in this 

19 case, a minimum of 3 million shares were sold, the amount 

20 of funds on deposit in the escrow account were less than the 
cost of the 3 million shares by virtue of an actual 
deduction from that amount of commission and expenses, do 
you envision that that would be quite possible in the 


banking business? 


oe oe i 


MR. BEIRNE: I think it would, your Honor, 
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2 nominees. 
3 THE COURT: Isn't it possible that the bank could 
4 do everything that ... cequiredby the rule and be in full 
5 | compliance with the rule and yet the fraud still occur? 
we MR. BEIRNE: Absolutely, sir. 
’ THE COURT: If the plaintiff is concerned that 
4 a bank wittingly or unwittingly contributes to a situation 
’ which promotes fraud, that perhaps *he rule needs co be re- 
10 evaluated in its present requirements of those serving as 
ul escrow agents? 

| MR. BEIRNE: Your Honor, again I do believe that 

the existing rule handles the situation. Yes, it is true 

14 


that the rule could be made more specific and we could set 


forth a number of things which you should do. But there 
are other provisions of the Securicies laws that are a lot 
more vague than this one and those provisions have been 
just fine on the grcund that the devices for evading the 
various statutes and so on change from time to time and 
new and never-thought~c£~before things arise. 

That is the rationale for 10(b)(5), which is 
very vague. 

THE COURT: Isn't. that the kind of rule or 


| regulation that applies rore directly to broker-dealers 


and registered representatives, rather than those peripher- 
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jgqh 3 teat Kolano-direct 
cross 
referred to in P46 represent shares fer which there were 
paid confirmations, are you referring to the total of 
1,723,855 shares? 
A I think that was his question, 


THE COURT: What is.what you understood the 
omen er to be? 

THE WITNESS: Yes, 

THE COURT: And that is the figure you had in mind 


when you answered it? 


- 
a 


THE WITNESS: I know that the total on the memo 

there were paid confirmations for the whole total on the 

memo which comes to the two million. | 
THE COURT: All slat: 

CROSS EXAMINATION 


| BY MR, BEIRNE: 


Q “ir: . Kolano, did you count all the Dennison 
} Confirmations that were reseived in the Dennison offering? 


A Yes. 


v Was there any record tha: you could look at in 
| Order to determine how many shares wer sold? 

A Just the copies of the confirmations. 

Q There was no running total kept of them? 

a Yes,.there was a running total kept but that would 


teas have been as accurate as the confirmations themselves, 


bd 
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jqh 4 Kolano-cross — 894a 2554 

Q So you physically éathiabias all the Dennison con- 
pideabhes for customers of Carlton-Cambridge, is that cor- 
rect? 

A Yes. 

Q Do you remember approximately how many confirms 
there were? 

A Well, only from looking at the memo. You mean how | 
many confirms or how many shares? 

Q Well, how many pieces of paper were there smn 
mately; do you remember? 

A ‘I would have to guess. I oars know. There were. 
very, very many because they were in small lots; | 

I don't know. I would guess maybe 2,000, 1,500 
to 2,000. That is a guess, I don't know. 

Q How long did it take for you to count them? 

A If I did it myself it probably would take about 
half a day and then double check it. It' might take a better 
part of the day. Usually there is help. 

Q Did you do it yourself in this instance? 

A I probably did, yes, 

G Do you think you counted them by weaiiekes 

A I think so, yes. eee. 

Q Did you use an adding machine or just how did you 
9° about it physically? 


-* 


SCUTHERM DISTRICT CrneT eeenereme 166 was mw--a.-- om 


| 


| 
| 
| 
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Kolano-cross 


You have to use an adding machine, 


. When you had completed your count what did you 


| do at that point? 


I would have it verified by somebody and see that 


it checked out. I would check _it against my running sheet 


"to see that the moneys checked out against the number of 


shares and then I would pick out all of those that Specified 


"Send certificate," and then I would make up the list that 


was smt to the transfer agent, 


o-. 


Do you remember when you would-have counted these 


or when you did count the certificates, what the date was? 


I don't remember offhand, no. 


Do you remember if it was June or May of 1972? 


I think it was in May, ZI am not sure. 


On the confirmations, were they stamped paid or 


did they have any indication that the customer had paid for 


the stock? 


A 


Q 


Yes,they were stamped paid, 


Were all of the confirmations that you counted, 


did they have a paid stamp on them? 


be considered paid, 


A 


Q 


Oh, yes, They would have to be paid or they wouldn't 


& they were paid at ‘the time you counted them, 


fe that correct? 


eS ee 
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A Yes. 

Q What would this indicate? Would this indicate 
that the funds had been received by the firm rrom the 
customer? 

A Either funds had peen received oi there was 
sufficient credit in the account. 


Q When funds were received from “he customer do you 


know where the funds were deposited? 


Q You don't know what bank account they would be 
deposited in? 

A No. 

Q Mrs. Kolano, inaiding you again P46 in evidence, 
that letter which you signed, of course, is dated June iS, 


1972. 


Do you reme ‘i: how long before that letter you had 


} done your count? 


A No, I don't, ‘ 

Q Would it be mere than a week? 

A ‘It's not likely that it would be more than a week. 
Q Youthink it was within a week of writing that letter 


A I really can't say. I don't remember, - It probably 


} Was within a weex, 


Q Let me ask you this then: once you indicated that 


ee, ‘ 
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i name, is that correct? 


A That leads me to ask the other question then. 
There are other a million that were not put in 
street name. tin you remember any reasons for treating those 
that way” 

A I think it's a matter of easing the back office 
operation. I don't really know what happened in this case 
but a lit of times if you have certificates in customers’ 
names and then they sell, then you need stock powers. It's 
a lot™more work for the back office, 

The reason may have been sine of divide the work 
load, make it 50-50. | 


‘9o Did you make the decision then as to which certi- 


ficate or which quatopers would have the certificate in their 


own name and which weuldn't? Did you make that decision? 


A Only insofar as reaching the number cf shares. 


I believe Mr. Rega decided how many totally should be left 


in street name, 


. 


Q Did you count certificates for those shares that 


| were left in utreet name or only for those that were for 


| the name of a particular customer? 


MR. JAFFE: Objection. You are talking about con- 


| firmztions, eren't etd 


MR. BEIRNE: Yes, I am sorr 


ak. THE WITNESS: Would you repeat the que stion. 
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MR. BEIRNE: [I will withdraw the question. 


3 Q Other than this letter dig you make any notation 
4 of total figures when you finished your count of the 
5 confirmations? 
: 6 A No, other than the regular work sheet I would 


7 Ile have no other notation. 


8 Q What did you have? An adding machine tape? 
9 A You mean as a back up of this letter? 
10 Q When you- counted the confirmations? 
“4 ae Yes. 
- 12 Q bid you keep that or did you Pass that on to 
i t 13° somebody? | 
| 14 A _ = would have thrown it out.after the letter was 


a 
ee 


typed... I would have just kept a copy of the letter 


and then used this to count the certificates when they 


3 


Came back. 


Q Now, when you passed on the information after 
you had finished your count, did you indicate to mr. Rega 
or anyone else how many customers should’ have stock in 
their name and how many should have it in street name? 

A No. He told me to put a million Shares in 
Street name, and then I did it and that would be the end 


of it. ZI wouldn't go back to him and tell nim it is 


eres FF 8 s&s & 


done. 
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Q Did he tell that after you had done your count? 

A Did he tell you what? 

Q To put a million shares in street vain 

A He probably gave me the aumber. It wouldn't 
be in my area to determine how many to put in street name 
and how lial deat customers’ names. 

Q Now, what was your total of ‘your count of the 
confirmations? esi naan of skavee? 


A Well, I don't recall. It would have to be 


the total of these two numbers. - 
es Could it have been 1.7 million shares? _ 
MR. DAVIS: Objection, your Honor. Conjecture. 
THE COURT: No. I will allow it. 
A I don't understand the question. 
Q I will rephrase i. 7 
" You have indicated that after you did your count 
that Mr. Rega informed you to put a million shares or so in 
street name? Is that correct? 


. 


a& Yes. 
Q And you have indicated -- and the exhibit, of 


course, indicates -- that certificates were to b«. issued 
for customers in the di.aomination shown: and that this 


list should total 1,723,855 shares. 
-Wow, my question to you is, do you remember 


10 


1] 


14 


17 
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ns3 Kolano-cross ' . 39'%a 2562 
whether your total count was 1,723,855 shares? 
A It's a long time ago. I don't really renember. 


Hy 
4 
But I'm sure it was not, because it had to be the total 
of those two numbers, 


Q What I am asking is, is it possible that that 
was your count and then Mr. Rega added on the 1 million to. i 
be shown in street name? 
A No. 7 | 
Q So you believe that your count was the total | 
i 


2.7 million Shares? 


A Yes. S 
Q Do you renenber that? 

A No. 

Q So your basis for so testifying is the letter? 

A tes. I wouldn't have put that in the letter 


if it wasn't the case, 


Q Who drew up that letter? 

A I did. 

Q You drew that up? 

A Yes. 

c Were you given any instructions as to drawing 
it up? 

A No. 

Q You wrote that letter by yourself? 
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A Yes, I would have compared the number that I 
got from the confirmations against the total number on the 
work sheet. - 

Q Do you remember whether the work sheet accurately 


reflected the number of confirmations that you had counted? 


A Yes. 
Q It did? 
A Yes. N, 
Q iow, that work sheet in addition to the number 


of shares, did it also indicate the amount of money 


received? 
A Yes... 
Q Do you remember whether the work sheet showed 


the proper amount of money received at that time? 

A Yes. I don't remember any of this, but I 
know the system and the amount of money would have to tally 
against the number of shares. It is a cross check. 

Q° And do you remember, bearing in mind that the 


stock was 10 cents a share, whether it tallied properly or 


approximately? 
A Yes. 
Q Yow, again, what is your best recollection as to 


who actually did the counting of the confirmations? Was 


it you personally or did you have help? 
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A I don't remember. I probably did. There 
is a paar chance if I was really busy. at the time I may 
have asked somebody else to do it. But still the total 


would have to tally against the work sheets. 


Q Your recollection is that it dia tally? 
A Yes. 
Q Now, what about the work sheets? What happened 


to the work sheets? 


A It's the same situati- I put them in the 


file-and put them downstairs. ° 


Q They are no longer at Carlton-Cambridge? 
A No. 
Q Mrs. Kolano, did you personally make entries on 


the work sheet that you have mentioned? 


A Yes. 
Q Were you responsible for keeping that record? 
A It was the way I did it, yes. 


Q And you actually were the person who kept that 
work sheet? ae | 

A Yes, 

Q When money came in in Payment for Dennison 
stock ‘= that offering, what did you receive? In other 


words, how did you find out. about it? 


k ,The bookkeeper would take all the checks. She 
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THE COURT: Are you saying, Mrs, Kolano, that 
the 1,723,000-odd shares referred to in this letter to 
Mike Garfunkle, P46, includes shares which were sold by 
Stevens Jackson? 

THE WITNESS: No. 

MR. BEIRNE: I will tell you what I was getting 
at, your Honor. I asked Mrs. Kolano about the odd number of 
shares that were put in street name. In other words, it's 
145 shares more than an even million. She indicated that 
she thought it might have had scmething to do with the fact 
that the other broker, Stevens Jackson, had sold an odd 
number of shares and I was continuing on that line. 

THE COURT: All right. Overruled. 

Q Mrs. Kolano, do you remember Mr. Rega saying any- 


thing to you about the other broker, Stevens Jackson? 


A I. don't remember but I think he probably came in 


ER RANT 
and asked me to call them to see how many shares they had 


sold and I don't remember calling them either but I probably | 
= EEA RES I ce ie a Sas Se 


did, 
ee eee enol 


Q Do you remember whether you then told Mr. Rega 
how many they had sold? 


A I must have, 
a al | 


Q Did he then tell you how many shares to put in 
Oe eneanianeietitatia gh 


street name? 
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Q They were basically clerical employees? 
AD Yes. 
Q Pricr to the writing of this letter, P-46, to 


American Stock Transfer, had you spoken to Mr. Karfunkel 


over at American Stock_Transfer? 


A You mean on Dennison? 
| Q Yes, on Dennison. 
A I don't remember whether I did or not. I must 


have talked to him on Other issues, because, Otherwise, I 
wouldn't address him like that. But I don't recall speak- 


ing to. him on Dennison. 


Q Did you tell him this letter was coming, do you 
remember? 
A He may have called to ask for a list. Maybe I 


told him, “I will have ‘it to you within a day er so." 


Q Do you recall. that happening? 
A No. 
Q Do you recallwhether you told him how many shares 


you had counted prior to the time you sent that letter? 

A I don't remember. 

Q Mrs. Kolano, do you remember anything about this 
Odd number of shares, 145, in other words, as this letter 
sets forth, 1,000,145, are issued in street name? 


A I think it was because the other broker did an 
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odd number of shares, or we may have. Many customers buy 
odd numbers. 

Q Now, when you say the other broker, whom would 
you be referring to? 

A Stevens, Jackson. 

Q Again, it was Mr. Rega who told you to put this 


number of shares in street name? 
A Yes. 
Q Do you remember him saying anything about the 
other broker, Stevens, Jackson, and what they had sold? 
MR. JAFFE: Objec tion, your Honor, beyond the 


scope of the direct. 


MR. BEIRNE: I don't think so, your Honor. 


~~ 
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THE COURT: Are you saying, Mrs. Kolano, that 
the 1, 723,000-oda shares referred to in this letter to 
Mike Garfunkle, P46, includes shares which were sold by 
Stevens Jackson? . 

THE WITNESS: No. 


MR. BEIRNE: I will tell you what I was getting 


‘ at, your Honor. I asked Mrs. Kolano about the odd number of 


shares that were put in street name. In other words, it's 
145 shares more than an even million. She indicated that 
she thought it might have hac something to do with the fact 
that the other broker, Stevens Jackson, had sold an odd 


nurber of shares and I was continuing on that line. 


— 


THE COURT: All right. Overruled. 

Q Mrs. Kolans, do you remember Mr. Rega saying any- 
thing to you about the other broker, Stevens Jackson? 

A I don't remember but I think he probably came in 
and asked me to call them to see how many shares they had 
80ld and I don't remember calling them either but I probably 
did, ie, 

Q Do you remember whether you then told Mr. Rega 
how many they had sold? 

A I must have. . 

@ Did he then tell you how many shares to put in 
8treot i\ame? | | 


~ 
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A Probably. 

Q oe you remember whether Mr. Rege,after determining 
how many shares Stevens Jackson had sold, actually added 
that amount of street name stock to your total, isn't that 
what really happened? 

; MR, JAFFE: I object, your Honor. She has already 
answered that question several times, your Honor. 
THE COURT: I will allow it. Go ahead. 
A Would you repeat the question, 
“ (Question read.) 

A " No. 

Q But you think he tola you how many shares to put . 
in street name after you had determined what Stevens Jackson 
had sold, isn't that your testimony? 

MR. JAFFE: I object, your Honor, he is 
characteri_ing the testimony. 

THE COUR: The question was asked previously 
in just about those terms and was answered already, 

MR. BEIRNE: I am almost too late, but I notice 
there are two witnesses, I think, present in the courtroom, 

MR, JAFFE: One witness has a very limited purpese 
here, your Honor, It's Mr. Luongo, the owner of 81 Home 
Place, other than that there ‘is nothing else regarding 


Dennison, 
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MR, JAFFE: I don't know if any of the other counse. 
have any cross or anything first. 
THE COURT: That is correct. 
MR. DERFNER: I have no questions. 
MR. BOYLE: I have some questions, your Honor. 
THE COURT: All right. | | 
CROSS EXAMINATION 
BY MR. BOYLE: ‘ 
Q Mrs. Kolano, my name is Boyle. I represent the 


Republic National Bank. 


cd Do you have any present enndcecting of any of 
sw the names of the purchasers who did not have stock cerci- 
4 ficates registered in their name? 
. A - Wo, I don't. 
* Q During the course of this trial Mr. Robert 
. Mulcahey appeared and said that he cunthiniid Dennison in 
: a the original issue. 
° Do you have any recollection as to whether or not 
- | he received a stock certificate or whether or not he was 
ae included in the batch of people for whom certificates were 
; 7 registered in street name? 
) ° A I don't recall the name. 
r : Q Changing the name but directing the same question 


) to you, do you have any recollection concerning Edward 
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vialonga? 

A «The name sounds familiar. It may be jist because 
he is a customer. I don't recall anything in connection 
with Dennison. 

Q How soe Steven A. Kahn? 

‘he. 

Q I show you what has previously been introduced 
in evidence as 22C, a delivery ticket that was sent to 
Carlton-Cambridge, prepared by the Republic National Bank. 
-. Attached to it, I am afraid, is a lengthy schedule 
indicating the various registrations for the securities of 
Dennison Personnel delivered to Carlton-Cambridce. 

I would like you to review this and see if you can 
find the names of Edward Vialonga, Siisiiaas Kahn or Robert 
Mulcahey, all three of whom were investor witnesses in this 
trial. 7 

The names are circled here on my list, if that 
will be of assistance to you in trying to find them. 

A No, they are not on the list. 
Q The names aren't on the list? 
A Ho. 


Q If I told you that Mr. Mulcahey, Mr. Vialonga, 
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on this list, 22c, cause you to disbelieve their statement 
that they purchased those shares? 

A No, 

Q In other woieds they were part of the shareholders 
for whom stock awe registered in street name? 

; A Yes, 

Q Are you familiar with a customer of Carlton- 
Cambridge, and this is going back now to June of 1972, by 
the name of Nagel, account number 8224? 

A. No, 

Q - I am afraid rt am going to have to burden you again, 
Mrs. Kolano, 

I hand you what has been marked as Exhibit 36B in 
evidence which is the trading ledger for Carlton-Cambridge, 
the first page of which shows trades for June 20, 21, 22 
right on throug.. the end of June, 

The first trades, the first sales consummated by 
customers of Paes Sem Conrhign, were by a customer named 
Nagel, the second one Plorchinger, the third one was named 
Konig, the fourth one was o' Keefe, and the fifth one was 
Alotta, and these sales occurred between June 20th and 
June 22nd, 


Let me backtrack for a moment. 


In determining which customers would take the 
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2 security in street name did you attempt to Pick out the 
fs customers that you either knew to be active traders or 
4 || whose reps were the type that you woulda expect their customer 
5 to be traders? | 
6 A Yes. 
7 Q Now these are the first five People to sel] shares 
8 of Dennison Personnel from their accounts ir Carlton-Cambridge 
9 | and I hana you again 22c and r Will: leave this list in front 
10 of you Showing the names Nagel, Forchinger, Konig, O'Keefe, 
Hf and Alotta, and ask you if you can identify any of those 
A names on document 22c. 
B A Konig was on here, I saw him before, 
K Q That was not a sale, Starting with Nagel, whether 
15 it's mister or not, N-a-g-e-1, | 7 
sd A Henry is down here, 
” Q I didn't go down that far. Mr. Henry sold shares 
eT On the 23rd, 
° Mrs. Kolano is correct, his name @ppears there 
" } 8nd when x found someone who was listed r figured I had gone 
™ Se He is the sixth seller of Dennison, 
, A ZI don't sce any. 
* Q You don*e see any of those names? 
4 
a No. 
3 
-Q 


Is it unusual for Securities to be registered 


. 
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| in street name? 


A Is it unusual? 


3 
‘ Q Yes. 
6 A No. 
6 MR. BOYLE: Thank. you, no further questions. 
1 THE COURT: Anything else? 
8 MR. BERGER: Yes, your Honor. 
9 MR. DAVIS: Yes, your Honor. 
10 I have to admit, before I start, that some of 
io my questions are somewhat outside the sccpe of direct, but 
2 they bear on the questions that your Honor asked Mrs. Kolano 
1b herself, 
" THE COURT: All right. 
8 | CROSS EXAMINATION 
@ || BY MR. DAVIS: 
- Q eee Kolano, do you have more employees now under 
. jy YOU as office manager at Christian-Paine than you had 
. at the time of the Dennison Personnel offering at Carlton- 
; Cambridge? 3 
31 
i A Yes. 
2 
Q Approximately how many more employees do you have? 
. A I think we have about three more...” 
A “ : Q Were these taken on bectuse of an expansion of 
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in your account, you don't need them, your bank statement 
proves you don't need them, we can't dispute that because 
they didn't need them, they always had the funds there, but 
Republic should have said "Take $41,000 even for a day," and 
could we have gotten their check and endorsed it and given 

it back? The insignificance of the question magnifies itself 
when we start propounding these hypothetical questions. 

As long as we know where the funds are, as long 
as contraty to the Commission's initial allegation the funds 
weren't needed for Carlton to conduct its business, to say 
that somehow or other we had to get these funds and to 
attempt to indicate that this would have changed anything, 
it wouldn't have changed a thing. 

THE COURT: All right. Do you want to say anything 
further on it? 

MR. BEIRNE: No, your Honor. I repeat the fact that 
the bank, we feel, was obligated to collect the full amount 
and not having done so certain risks arise and I think we 
went over that at length on Friday. 

THE COURT: I think you conceded also when we had 
that discussion that the prospectus itself did not reflect 
that that was one of the requirements imposed upon the bank, 
the prospectus called for three million shares to have been 


sold, 
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MR. BEIRNE: The cover page of the prospectus 
provided for t’ 2ank to hold the funds until three million 
had been sold. pages 15 and 16, accerding to undisputed + 
fact number 29, provided that it at least three million 
of the offered shares were not sold and paid for within the 
maximum 90 business day selling period that all moneys 
would be returned, 

That is on page 15 and 16 which is a summary of 
the underwriting ayreement and the section in question goes 


on to refer the reader to the full underwriting agreement. 


But the phrase “and paid for" is used on pages 15 and 16 


of the prospectus. 

THE COURT: Was it not the plaintiff's opportunity 
at the time that it submitted for review by the SEC to require 
that the words “and $300,000 gross proceeds from the sale 
thereof be on deposit in the appropriate accounts"? 

MR. BEIRNE: I certainly have to concede that we 
had that Opportunity. But interpreting the escrow agent's 
opportunity as we do, we would feel that that is implicit in 
the language, But I would have to admit that it could have 
been clarified, 

THE COURT: While that might well have been the 
plaintiff's interpretation, isn't the question, the key 


question, what the prospective investor knows or could know 
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to you? I will show it to you,. if you have difficulty 
recalling the precise words, 

MR. BEIRNE: At this point I would like to point 
out that it just couldn't be clearer that Mr. Jaffe is doing 
belated cross-examination. He is clearly running through 
the meeting of the due diligence paragraph by paragraph. 

MR. JAFFE: I called him as my witness. 

THE COURT: You called tim as your witness, it is 
true, but if that is aa objection to the last question, I 
will sustain it. 

Q After the @né diligence meeting you cont inued 
to supervise the offering of Dennison Personnel; is that 
a fact? 

A No, I did not supervise its offering. 

MR. HEGHMANN: <an I just have an objection as 
to form? If this witness is his witness could he ask direct 
questions instead of attempting to testify through the 
witness? 

THE COURT: Yes, sustained. 

Q Subsequent to the due diligence meeting, what did 
you do in connection with Dennison Personnel? 

A At what point? 

Q In May, during the month of May, 1972, did you 


take any action in connection with the new issue of Dennison 
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Personnel? 


A The offering itself? 


Q Yes. 
A No. 
Q Did you have any contact with any of the parties 


to this action? 

A Yes, I did. 

Q What contact was that? 

A Requests for the letter of counsel who requested 
the due diligence meeting and a request for the bi-weekly 
reports of sales, which were also requested at the due dili- 


gence meeting. 


.Q Did you receive responses to your request? 

A Initially, no. 

Q When did you receive a response to your request? 
A As to the letter of counsel, I believe it was 


May 30th or June lst. I'm not sure of the exact date. And 
the bi-weekly reports of sales also began to arrive at that 
same time. 

Q Did you examine those bi-weekly reports? 

A Eventually. 

Q Did you come to any decision with respect to those 
bi-weekly reports? 


A Yes. I could not ascertain whether the three millio 
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2 shares were actually sold or not, 

3 Q What steps did you take to ascertain that? 
4 By the way, you used the expression the three 

5 million shares. Why was it your concern to determine whether 

6 three million shares were sold? 

7 A That was the minimum that was required to be sold 

8 


for the offering to be traded. 


: Q When did you get concerned with respect to that 


10 point? 


| A When the offering was -- I'd say, when the issue 


appeared in the pink sheets and it did not at that time 


B report sales showing three million. 

i Q Did you take any action at the time Dennison 

6 Personnel began to appear in the pink sheets? | 

16 or. 

A Initially? 
7 , 
Q Initially. 

' * a No. 

4 Q Did you take any action within a week or so after 

! 
yi) ‘ / ° 
you noticed Dennison Personnel trading in the pink sheets? 

21 
‘ A Within a week to two weeks. I'm not sure of the 
: 2 
7 exact date, 
: 2 
] 
Q Was that actually calling brokers that appeared 

% 

in the pink sheets? 
3 


A Yes. 
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2 | Q Do you recall which brokers you called? 
3 | A The brokers appearing in the pink sheets. It 
4 would have been M.S. Wien. I don't remember who else. I 
5 don't know if there was anyone else. 
6 Q would KFM Securities also have been called? 
7 A If they were in the sheets during that time. 
3 Q Would Todd & Company, also have been called? 
[ 9 A If they were in the sheets. 
| 10 Q Would Advest & Company also have been called? 
MR, HEGHMANN: Perhaps if he shows him the pink 
S sheets it would refresh his recollection. | 
; e THE COURT: Why don't you do that? i 
; ” MR. JAFFE: I will show him that which has been | 
: marked P54, which is a copy of what I believe to be blue : 
f 3 sheet questionnaires sent to all the broker-dealers that | 
ad initiated trading in Dennison Personnel. | 
” THE WITNESS: Your last question as to Advest -- 
to the best of my recollection Advest was not a market | 
maker in the stock, so they would not have been called as | 
” far as their uarket making opportunities or activities were | 
. concerned. I'm not sure whether KFM was a market maker or 
pat . 
not. 
% 
Q You have P54 in your hand; is that correct? 
ys) 


A Yes. This does not indicate to me why of the other 
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you take with respect to that information? 


A 


I sent white questionnaires, irvestor question- 


naires to customers of Carlton-Cambridge. 


Q 


‘Did you also send white questionnaires to the 


customers of Stevens, Jackson, Seggos? 


A 


Q 


naires? 


A 
Q 
action did 


A 


Yes. 

bid you receive responses from these question- 
Yes. 

About how many responses d/~. you receive? 

I do not know. 

Can you give an estimate? 

At lewst 200, I believe. 

And upon reviewing these questionnaires, what 
you take? 


I recommended that a case open. I should say 


a formal order be issued. 


Q 


» 


Q 
A 


And what was the purpose of the forma’ order? 
To give the staff subpoena power. 
To do what? 


To investigate the offering and sale and market 


activity of Dennison Personnel. 


Q 


if you recall? 


And what was th basis of your recommendation, 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


— 
o™ 
=, 


Hix] 


%» 


gts Glusband-direct 

A The trading in Dennison Personnel and the remarks 
found within the white investor questionnaires we received. 

Q Were there any remarks found in the investor 
questionnaire sent to customers of Stevens, Jackson, Seggos 
which caught your attention? 

A Not to my recollection. 

Q In connection with the blue questionnaire, did 
you ask any of the iat makers to disclose the fact that 
you were making inquiries regarding Dennison Personnel to 
prospective purchasers and sellers of Dennison Personnel? 

A No. 

Q When the investigation began, did you call the 


market maker -- when you make the recommendation for the 


investigation, did you call the market makers then and 


indicate to them that there was an investigation going on 


in Dennison Personnel? 

A It was a private investigation so I could not 
do so. 

Q pid you subsequently, in connection with the 
orivate investigation, send subpoenas to persons who repre- 
sented broker-dealers who had made a market in Dennison 
Personnel? 


A Other than Carlton-Cambridge and Stevens, Jackson|, 


snes ws & 8 & BS 


Seggos, I don't believe SO- 
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Q Did you send a subpoena to Mr. Shwidock? 
A I'm not sure. 
Q Did you send a subpoena to Mr. Preston Morris? 


Let me rephrase that. 
In the course of your investigation, whether it 
was by subpoena or by telephone request, did you make a 
request of a representative of M. S. Wien to appear at the 
Commission to have testimony taken with respect to the 
trading of Dennison Personnel? 
A Yes. 
Q What other broker-dealers did you make this 
request of? 
A I believe the -- 
THE COURT: Excuse me. And when was it with 
respect to'M. S. Wien? 
THE WITNESS: Offhand, I could not say. 
I think it would have been in the fall. 
THE COURT: In the fall? ‘ 
THE WITNESS: Or the late summer. 
Q The enh -mene of 1972 or the fall of 1972? 
os Right. 
I believe the principal from Dynamic Trading was 
asked to come in. 


THE COURT: At the same time, all of these, any 
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As I say, I'm very poor on dates going back a 
couple of years. 
_Q To help refresh your recoliection on dates, 
was there a-meeting or gathering at the bank on an earlier 
date than June 12th? 
A There was. 
Q And was there, in fact, a meeting on June 5th 
where you attended, yourself and Mr. Bowes? 
A There was a supposed closing which I went to 
and only Mr. Bowes and myself showed up. 
Q And had you given those figures to Mr. Coven 
prior to that meeting, prior to that June 5th meeting? 
A Yes. 
Q And did he indicate that there would be a 
closing prior to that meeting? 
MR. DERFNER: Objection, your Honor. 
THE COURT: I will allow that. 
Q Why did you go to the bank on June 5th? 


I was told that there was going to be a closing 


» 


Q By whom? 

A Mr. Coven called and said there was going to be 
a closing at the bank. 

Q Prior to June 5th? 


A On that date, whatever that date was. 
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Q Subsequent to that date, the day that you 
gave the figures to Mr. Coven, did Steven, Jackson, Seggo: 
sell any more shares of the initial offering? 

A I don't think so. 

Q Do you know whether any members of the selling 
gvoup sold any shares subsequent to that date? 

A Yes, they did. 

Q And what happened? Will you relate the sub- 
stance of that event, if you recall? 

A Gotham Securities called me and told me they 
had received money for another, I believe, 30,000 shares 
and they were going to send me the check for it, and at 
that particular point I was given to understand that the 
issue was closed, so we got the check, they had sent the 
check in the mail and we sent the check back to them becat 
I assumed that the issue was closed and no more stock was 
to be sold. 

MR. DERFNER: Can we fix a time for this con- 
versation, please? | 3 
THE COURT: Yes. 

A That would have been some time about the first 
week in June. 

Q So it is your recollection that subsequent to 


the time you gave the figures to Mr. Coven that approx™ 
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THE COURT: Now, in relation to Mav 29, when wa 
it you told fir. Coven how many shares had been ecisnpoed 
of by Stevens, Jackson & Seggos and the other partici- 
pants in the selling group? 

THE WITNESS: It had to be a day or two before 
because the closing was scheduled for the 29th and I as- 
sumed that if the closing is the 29th, then they must 
have the minimum in, and when I went to the bank to go to 
the closing, there was nobody there but Mr. Bowes and my- 
self. 

THE COURT: I'm sorry. I found it in my notes. You 
are right. He did sav the end of May. 

MR. JAFFE: Thank you, your Honor. 

9 Subsecquent to that conversation with Mr. Coven, 
did you have occasion to look at the pink sheets of the 
National Quotation Bureau? 

A ‘ Yes. 

Q Do you recall about what date in relation to your 
phone call with Mr. Coven you did look at those sheets? 

A Again, ahout the 5th or the 6th or the 7th of 
June. 

a) pia you notice anything? 

rN I did. 


Q What did you notice? 
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A I noticed that there was somehodyv making a markei 


in Dennison Personnel. 


Q What @id you do at that point? 

A At that point I was very, very surprised. 

Q Besides being surprised, what did you .do? 

A I asked the trader if he knew anything about it 


and he said,"No,” and I called Mr. Coven and asked him why 
the stock was being traded and :he said, "It can be done 
on" -- at the time I didn't know the exact terminology, 
but"on and if, as and when "basis. 

@) Subsequent to that time after that conversation 
with Mr. Coven, do vou recall selling any shares of 
Dennison Personnel at the original issue price? 

A No. 

Q Do you know or do you recall any member of the 
selling group selling any original issue shares of Denniso 
Personnel at the 10 cent price? 

A I couldn't teli. 

MR. DERRF'NER: “Could his answer be repeated? 

THE COURT: Read the auestion back and then the 
ansver. 

(Record read.) 


A As I said before,there was a check sent to me 


for a stock that had been sold perhavs previously where 
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the money came in after and we returned the money to 
Gotham. 
Now, that maev have been solc before and the 
money came in later, this I don't know. I don't know 
what the other brokers did. 
Q But after this point it was your understanding 
that no more original issue shares should be sold? 
A. That was my understanding. 
Q And, in fact, Stevens, Jackson & Seggos did not 
sell any? 
A Right. 
MR. DERFNER: Could we clarify after which point? 
MR. JAFFE: I am now referring to the point after 
he noted tracing in the pink sheets, and this has been 
identified as either being June 5, 6 or 7. I believe 
that was the testimony, your lonor. 
MR. BEIRNE: Your Honor, I am going to object 
to the witness stating what his understanding was with 
respect to whether anv more shares should be sold unless 
he specifies where that understanding came from. 
THE COURT: I will sustain that objection. 
Why don't you take it, if you wish, with Stevens, 
Jackson & Sesgos and then if vou wish to’go beyond that, 


you can trv to develop it. 
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9 Approximately what was your testimony? 


A It was either the Sth or the 6th or the 7th of 

- June, I don't know exactly what date. 

7 Q Do you recall who Was the broker that put the bid 

" in? ‘i 

z Be 

r A M. S. Wien & Company, 

E | 

ig | Q I belive you testifieg that you immediately its 

4 brought this to the attention of Philip Lian, is that cor- il 

zt BE 

Ht 

’ rect? i 

, A Right. | 

‘2 Q And you also testified that Mr, Lian was Surprised? wtf 
: A Right. ' 

% Q Did you have any discussion with Mr. Lian about 

3 this? 


MR, BEIRNE: 


MR, DERFNER: I believe that's what he @i 


SOx 


THE Court: Pe Understood his characterization 


Carlier on direct to be "I was Surprised." He was sur- 


Prised, meaning himself, the witness, That was what [I 


Understood. 


Q Did Mr. Lian have any reaction to the discussion 


Wat, 
pe ae TINT eA Ee a any 8 


regarding moO), Wien, as you recall? 


MP DAVIS: Objection. Hearsay, 
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THE COURT: Mo. I will allow it. 
Q DO you recall any reaction? 


THE COURT: That is , that you observed. Did you 


observe a reaction? 


THE WITNESS: [f Saw it in the Pink sheets. 


Q When you discussed this with Mr. Lian, were you 


in the same room? 


A Right. 

Q You were looking at him when you had this dis- 
cussion? 

A Right. 

Q Did you observe any reaction? 

A He wanted to know how come, so I called Mr.Ccoven 


and asked him why. 


Q Mr. Lian didn't indicate to you that he had 


already know this? 


A No. 

Q Did you at this time undertake to call Mr.Levin? 
A No. 

Q Why hadn't you undertaken to Call Mr. Levin? 

A Because I called -- 


MR. JAFFE: Objection. 


THE COURT: Sustained. 


Q All right, you then called Mr.Coven, is that 


* 
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objectionable anyway. 

He is asking for the witness' conception of 
Mr. Coven's understanding and meaning. 

He is asking for what he thought Mr. Coven's 
understanding was. 

THF COURT: I will allow you, Mr. Derner, to 
inouire in terms of conversation, not into what he 
understood or what he understood Mr. Coven to mean. 

MR. DERFNER: Fine, your Honor. Thank you. 

BY MR. DERFNER: 

OQ Mr. Ziffer, you testified that Mr. Coven at 
some point told you that when three million shares were 
sold there would be a closing, is that correct? 

A _ Right. 

Q Do you recall, as close as you can, the appioxi- 
mate time that that was said? 

THE COURT: He has already answered that. He 
said in early May. 

A It was some time, as I said, in early May. I 
am very, very vague on actual dates. 

THE COURT: We have got that. 

Q Did Mr. Coven at that time say there would be 
a minimum closing when three million shares were sold or 


did he say there would be a final closing when three 
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A It would ve most of the time an oral request, 
Q Is it followed up ~y anything thereafter? 
A Yes. By an appointment form, waica is ~eing 


executed wy the officers of the corporation. 


Q When you are retained to act @as transfer agent, 


do you set Up any sort of books or ledgers? 


A Yes. 

Q Would you describe those ledgers ,please? 

A There are ledger sheets which would have on the 
top of them all the names -- full name, full address, State, 


city and zip code, plus number of Shares, date2 of issue 
of those Shares, the certificate number and tie numer of 
Ssaares. 

Q Would those ledsers reflect the name in waich tue 
Certificates are »eing issued? 

A Yes. 

Q From wiom would tiaat information come, tie names 
Of wao the certificates are to we issued to? 

A If it is a new issue it would be coming from the 
uncerwriter and if it is a regular transfer,it would we one 
transfer owner to another, 

Q Sir, over the past three years have you nad 


occasion to act as transfer agent for colpanies putting 


out new issues? 
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2 A Yes. 
3 Q Approximately now many tines? 
4 A I would say avout tventy times. 
5 Q Avout twenty times over the past three years? 
6 A Yes, sir. 
7 Q Sir, have you ever aeard of a corporation known 
8 as Dennison Personnel, Inc.? 
8 A Yes. 
10 Q Do you recall the first time you heard of this 
1 corporation, approximately? 
2 A Approximately adout Marci cf 1372. 
13 Q March of 1972? 
4 A Yes. 
15 Q Do you recall how you came to know of tiuis corpora 
s tion? 
u A Well, an attorney sy the name of Bernard Jay Coven 
16 told us that it would be fortaconing, a new issue, wy tie 
19 name of Dennison Personnel and ne would like we sould act 
2 as tne transfer comnan:? for it. 
21 “) Was this an oral conversation or was it a written 
22 . P 

communication? 
23 } ° 

A an oral conversation. 
va : 
Q & telephone call? 

35 


A That I do not recall. 


17 


18 


i an ae 


322 


rgjw 12 Karfunkel-direct 
4292 

Q Pardon me? 

A I do not recall that, but it was an oral conver- 
sation. 

Q What was the next thing that happened i relation 
to acting as a transfer agent for Dennison ? 

A Well, we have furnisned them an anpointment forn, 


which is a document about four -- avout a four-nage docu- 
ment which would state all the officers of the company 
and numer of shares outstanding and the addresses --full 
accress of all officers of the company. That has to ve 
signed and sent back to us and at that time we start to 
act as the transfer company. 

Q Does that annointment form officially retain you 
as tne transfer acent for the company? 

A Yes. 

Q Do you recall anvroximately wien you got the 
anpointnment form? 

A I would not recall that. Before the commany 
went oublic. It was prior to the commany going pwlic. 

2 Do you recall waen the comnany went puvlic? 

A Sometime in June of '72. 

Q So, between iiarch of 1972 and June of 13972, you 
got tiat appointment form sometime inbetween? 


A Yes. 
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2 transfer agent for Dennison, is that correct? 

3 A Approximately that date, yes. 
4 Q Did you know Mr. Coven prior to that time? 
5 A Yes. 

Q Had Mr. Coven done any legal work for you? 

7 A Yes. 

8 Q Was he your company's attorney at that time, 

9 March 1972? 
10 a Yes, for about six months. At that time he 
ll was doing some work for us about six months prior to that. 
2 Q You indicated there camea time in June of 1972 


when Mr. Coven contacted you again, is that correct? 


14 A Yes. 
15 Q And he instructed you to deliver 3 million 
16 shares of Dennison to Republic National Bank, is that 
17 correct? 
A Yes. 
19 - THE COURT: 3,075,000? 
20 THE WITNESS: 3,075,090. 
21 Q Do you remember receiving any instructions with 
2 respect to the Dennison certificates from Carlton-Cambridge? 
23 A Yes. 
2 Q You do? 
ys) A We have received written instructions, about 40 
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9 Did you have any discussion with Carlton- 
Cambridge concerning the 1,000,145 shares that were being 


placed in Carlton-Cambridge? 


A None whatsoever. 

Q rnere was no discussion as to how that number 
was arrived at? 

aA That.was the balance of whatever from the 
3 million — were left. It is quite customary that 


a new issue, a lot of stock goes in the name of underwriters. 
As a matter of fact, in some new issues the entire issue 
goes into the name of the underwriter and is subsequently 
transferred. 

Q But, in any event, you believe that figure rep- 
resents the balance of the 3 million over and above what 
you had names and addresses for? 

A Yes. 

Q Do you remember any discussion with anybody 
at Carlton-Cambridge concernin® #hat number; for example, 
it is an odd number, ending in 145 shares; was there any 
discussion? 

MR. DERFNER: Asked and answered, your Honor. 
THE ZOURT: I will allow it. 
A To the best of my recollection, no. 


Q Now, again looking at Plaintiff's Exhibit 46 
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Karfunkel's name if they were dealing with your company 
in the normal course? What would be some avenues where 
his name would aprear? 

THE WITNESS: Some attorneys. He does deal 
with some attorneys. 

THE COURT: He did? 

THE WITNESS: He would deal sometimes with some 
attorneys. 

THE COURT: What would be his functions which 
would cause him to deal with attorneys? 


THE WITNESS: He does some outside work for the 


company. 

THE COURT: What do you mean? 

THE WITNESS: Contacting attorneys sometimes in 
their natu: 2 of business. Contacting attorneys and 


discussing with them, you know, the outside end of it. 
THE COURT: No, I don't know. 
THE WITNESS: He was contacting attorneys 
getting new issues and getting some additional business 
for the firm. 
THE COURT: Would you say that his job at 
time was akin to sales promotion on behalf of your company? 
THE WITNESS: Yes. 


TRE COURT: To the best of your knowledge, would 
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he have had many dealings with Mr. Coven at that time or 
some dealings? 

THE WITNESS: Not as far as Dennison Personnel 
would be concerned. 

THE COURT: Other than that? 

THE WITNESS: Possibly. 

THE COURT: You don't know? 

THE WITNESS: I wouldn't know. 

THE COURT: Mr. Coven was your company's 
attorney then, was he not? 

THE WITNESS: Yes. 

MR. DERFNER: Was the answer to the question 
previous to the last question that he didn't know if Mike 
Karfunkel had dealings with Mr. Coven? 

THE COURT: Yes. 

THE WITNESS: He was our counselor. Mr. Coven 
was the counsel to us. 

THE COURT: So your answer is what? 

THE WITNESS: He would have some dealings with 
him. 


THE COURT: Would? 


THE WITNESS: Yes. He was counsel to us. 
THE COURT: Go ahead. Sic 
Q Now, Mr. Karfunkel, you, of course, testified 
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THE COURT: Who is Louis Karfunkel? 
THE WITNESS: That's my father. 
THE COURT: Mike is your brother? 
THE WITNESS: Yes. 
CROSS-EXAMINATION 
BY MR. BEIRNE: 
Q Now, referring to Plaintiff's 26 in evidence, 


again this piece of correspondence is addressed to Michael 


Karfunkel-- 
A Yes. 
Q Now, vou were responsible for carrying out the 


role of transfer ayent in the Dennison officer, is that 


correct? 
A Yes. 
9 Do you know why that correspondence went to 


your brother? 

A Perhaps -- I wae no idea. The same thing like 
the Carlton-Cambridde letter, that -has also been address-~- 
to hin. I have no idea why it has been addressed to hi-. 

9 Do you know whether Michael Karfunkel was in con 
tact with Mr. Coven during this period? 

MR. DERFNER: Could we fix a time, your -Honor? 

A Referring to Dennison Personnel? 


THE COURT: Just a moment. 
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MR. BEIRNE: When I said during this period, 
I meant June of 1972 to Julv. 


THE COURT: All right. 


A As far as Dennison Personnel was concerned? 
QO No. In general. 
A I might have had some contacts with him. As 


I indicated earlier, he was counsel to us at that time. 
Q Mr. Coven was? 
A Yes. 

MR. DERFNER: Your Honor, I object to that 
question on the grounds of relevancy. I don't think it 
has any probative value. 

I would like the cuestion and answer be stricken. 
I am referring now to the question that if this witness 
knew if Mike Karfunkel had any conversations with Hr. 
Coven about things other than Dennison. 

MR. BEIRNE: Your Honor, I think it has some 
probative value. 

THE COURT: Yes, I will leave it. Motion de- 
nied. 

Q One final question, Mr. Karfunkel. 
Do you know why vour father, Louis, answered 


that piece of correspondence? In other words, he sianed 


‘Plaintiff's Exhibit 27. 
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issue whtn the time comes? 
A Basically how many shares you should issue. 
MR. DERFNER: I have no further questions, your 


Honor. 


THE COURT: Anything further? 

MR. DAVIS: Nothing further, your Fonor. 

MR. BROWN: Nothing, your Honor. 

THE COURT: If not, step down, please. 

(Witness excused.) 

THE COURT: Call your next witness. 

MR. DERFNER: Your Honor, my next witness, Mr. 
Ackerman, told me about five minutes ago he was going to 
the men's room. 

If I may be excused just to get him out of the 
men's room -- 

THE COURT: All right. 


(Recess. ) 


KENNET? #2 ACKERMAN, called as a witness 
by defendant Coven, having heen first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 


BY MR. DERFNER: 
Q Mr. Ackerman, would you state your business address, 
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please? 

A 747 Third Avenue. 

Q What type of work do you do, Mr. Ackerman? 

A I am an attorney. 

Q Are you an associate of Mr. Bernard J. Coven? 

A Yes, I am. 

Q Where Gid you go to school, sir? 

A I went to Georgetown Law Center. 

Q Where did you go to college? 

A Boston University. 

Q When did you graduate from law school? 

A 1969. June. 

Q Are you a member of any bars? 

rN I am a member of the New York bar. 

Q When were you admitted? 

A In April of 1970. 

Q When did you first come to work for Mr. Coven? 


A Approximately the beginning of May 1971. 

Q In your course of employment with Mr. Coven, 
have you had occasion to work on any registrations of 
public issues of securities? 

A Yes, I have. 

Q Approximately how manv, if you recali? 


A To date? 
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A I had been involved in a few of cham doing parts 
of writing of the registration statement or the offering 
circular. 

Q Do you recall at that time approximately how 
many you had worked on, either full registrations or Reg A's? 


A Somewhere about five to ten, I would say. I had 


been there a very short period of time. 


Q Who first brought Dennison to your attention? 
A Mr. Coven. 
Q Do you recall, in substance, what he told you 


at that time? I'm referring now to late 1971. 

A I believe he indicated to me that there was an 
offering that we were going to do and that I should start 
getting acquainted with the issue. 

He gave me the name of the issuer, being Dennison, 
and told me that if there were any calls from principals of 
the company, to speak to them about the offering and to 
begin preparing the-- well, begin preparing certain parts 
of the registration statement that would not require an 
immediate conference with them at that point. 

Q Did you acquaint yourself with the offering? 

A Yes, I did. 


Q Did that accuaintance include review of certain 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE " 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


ae ee a ei eee 


16 


17 


439a 3262 


rg:mg Ackerman-direct 

A Yes. T reviewed the-- the company had commenced 
a public offering some time in 1970 with another-- I 
believe the underwriter was Robert Cea, anc I was — 
over that prospectus to get acquainted with the type of 
business that the company did and to see if I could learn 
anything in which to proceed with the due diligence. 

Q Do yau recall what the terms of the original 
offering were, the offering, that is,*to be done by Robert 
Cea? 

A We originally did the issue at 150,009 shares 
at $5. I think that theirs_were 100,000 shares at $7.50. 
I am not 100% sure. 

Q Sir, showing you now Amendment No. 2 to the Form 
S-1 which is part of Plaintiff's 1 in evidence, I ask you 
to review the cover pace there and ask if that refreshes 


your recollection as to the terms of the original Cea offer- 


ing. 
A Yes, it does. 
Q What were the terms of that offering? 
A It was 120,009 shares at $7.50 a share. 
Q Now, after you reviewed the papers, sir, do you 


recall what next vou did? 
A “ell, mv recollection is that I had conversations 


with Mr. Bowes and I believe Mr. Kennedy of Dennison 
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Personrel giving me certain information that I needed in 


preparing the prospectus. 


af 


We ha sonference at some point in time before 
the filing-- I don't recall exactly when it was, but Mr. 
Bowes had come up to the office and we had a discussion. 

I went over a cuestionnaire that we had used to 
get ‘aceenteiabins neidibcianaaiaahe using the original prospectus that 
we had, and using the questionnaire I tried to fill in 
the information that we were reauired to have for the 
prospectus and tried to update what was in the prospectus 
that we had been given. 

Q Co you recall approximately the time of this 
conference with Mr. Bowes? 
A Some time in October. 


2) Of 1971? 


A October, early November. 
Q Was that the first time you met Mr. Bowes? 
A I believe I met him once hefore very briefly. 


He had come up to the office and he was-- I was in my 
office and I was going out and he was about to leave and I 
was introduced to him. 

Q Did vou have any conversations with Mr. Bowes 
prior to your first meeting him, a telephone conversa- 


tion? 
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A I may have. I don't specifically recall that 
I did, but it is a possibility. 
Q In this meeting with Mr. Bowes in October of 


1971, was anyone else present besides Mr. Bowes and your- 
self? 

A Yes. I believe Mr. Coven was there for part 
of the conference. It was in the latter part of the middle 
afternoon, I would say about 4:30, 5:00, and there was 
other business to be done in the office, and I was basically 
handling the conference with Mr. Bowes. 

I had prepared a list of questions which I had 

to have answered, which Mr. Coven didn't have to be present 
for at the time. 


Q Did vou subsecuently have other conferences with 


Mr. Bowes? 


A Prior to the filina of Amendment No. 1? 

Q Yes. Referring now to prior to filing Anemdment 
No. l. 

A Yes, I had. He had been up to the office I 


think one or two times subsequent to that conference. I 
spoke to him on the phone several times in updating and 
clarifying the information that he had given me. 

9 When you had questions regarding Amendment No. l, 


if those questions related directly to the compauy, from 
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2 A Yes, I believe -- 4422 
3 Q What is that? 
4 A It's a comment letter regarding Amendment No. ‘2, 
7 which is indicated here was filed on March 30, 1972. 
A Q Does that refresh your recollection as to when 
you received comment letter No. 1? 
8 A Not to a specific date, no. 
9 Q Approximately do you recall? 
10 A I would say still approximately at the beginning 
oe of the year. . 
2 Q How did you learn that Lehman Bartels would no 
longer be the underwriter? 
14 A I believe the circumstances of my learning of 


that situation was Mr. Coven indicated to me that Lehman 
Bartels were not going to be the underwriter any more, 


I believe they were going out of business, as I recall. 


I first learned of this, I was told to proceed in responding 


18 I'm not sure that that was the situation. 
19 Q And after learning that Lehman Jartels was 
2 going out of business and wouldn't be the underwriter, what 7 
21 next happened with regard to the registration of Dennison 
4 , 2 Personnel? 
io 23 A Well, I believe -- it's my recollection that when 
y | 
3 


to the comment letter, working with the company and respond- 
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underwriting section and the underwriting agreement, also. 
Q Do you recall, referring now to the comment 


letter on Amendment No. 1, do you recall what the comments 


were? 
A No, not at all. 
Q You have no recollection of that? 
A No. — 
Q After you were informed that Stevens, Jackson, 


Seggos would be the underwriter, did you have occasion to 
meet with or speak with anybody from Stevens, Jackson, 
Seggos with regard to Dennison Personnel? 

A Yes. I believe I met Mr. Seggos in Mr. Coven's 
office, meaning his specific office, some -- late one 
afternoon. It was some time subsequent to being told 
that he would be the underwriter. I don't know exactly 
when? 

A Did vou have any conversation with Mr. Seggos at 
that time? 

A Well, at that time they were having a conference. 
I believe Mr. Coven was there, Mr. Seggos was there and I 
believe Mr. Levin was there, and I had gone into the office 
to inquire about handling a certain matter. I was told 
at that time that the issue was going to be changed to a 


10-cent issue, and they continued to have a conversation 
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or we were thinking of changing the issue? 
MR. BEIRNE: Objection, your donor. That ques- 
tion is both leading and hearsay. 
MR. DERFNER: It is not hearsay. 
THE COURT: Just a moment. 
I will allow it. 
MR. DERFNER: I will withdraw the question. 
THE COURT: Go ahead, I will allow it. 
Q Did you say anything to Mr. Bowes at that time? 
A I had indicated to him that I had been in a 
conference, I had walked into a conference that Mr. Coven 
was having with the underwriter and the underwriter's 
attorney and that the gist of the conversation was that the 
underwriter felt that that was the price that would be best 
suited for selling this particular issue, and he was con~ 
cerned about the number of shares that were going to be 
outstanding. I believe I indicated to him at that time 
that it would be necessury, first, to amend the certifi- 
cate of incorporation to increase the authorized shares 
and that his concern with the amount of shares would be -- 
it wouldn't be any problem, that there would be a reverse 
split at a subsequent date. 
Q Do you recall anything else? 


A Yes. There is a gap between that conversation 
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2 what that page is? 


3 A Yes. This is the cover page of a red herring. 


4 Q The red herring being? . 

5 A Being the prospectus, preliminary prospectus. 

6 Q And on the bottom of that cover page, is there 

7 an underwriter identified? 
8 A Yes. The urderwriter identified is Stevens, 

9 Jackson, Seggos, Inc. 

10 Q And is that underwriter characterized? 

11 A Yes. It is characterized as managing under- 

2 writer. 

13 Q Meaning again, as it did with the previous amend- 
14 ment, that this issue would be syndicated? 


A Yes. 
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2 I believe we -- a day or two pefore the letter 
3 was sent in we had a conference on it for that particular 
4 one question; that particular comment and I believelir. - 
5 Levin and myself and Mr. Coven had a conference on tie 
6 response to it. | 
7 Q Would it be fair to state that Mr. Coven pre- 
8 pared part of that letter? | 
9 A I would say yes. 
10 ; THE COURT: The letter was prepared in part oy 
11 you? 
12 THE WITNESS: Yes. 
13 THE COURT: In part Dy Mr. Coven? 
4 THE WITNESS: Yes. 
bh) THE COURT: Was it contributed to py Mr. Levin? 
16 THE WITNESS: Mr. Levin was also aware of wnat 
7 the situation -- what the issue was. I believe ne receive 
copies of the comment letter and I know that I had occasio 
19 to discuss comments from the comment letter and the develong- 
ment of the prospectus with him. This particular occasion 
21 in response to that particular comment which I was asked 
2 to read, I believe that all three of us sat around one 
23 night discussing the matter. 
7 Q Where did you ootain this copy -- or who ootaine 
3 this copy? 
SOUTHERN DisTRICT COURT REPORTERS, U.S. COURTHOUSE 
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2 attend the closing. I saw Mr. Coven that day and asked 
3 him if the closing -- when I say I saw him, I was in my 

4 office and he was in his and I was walking through the 

5 office and I asked him when he was going to the closing 

6 and he indicated that the closing was not going to take 

7 place that day. 

8 Q Did.Mr. Coven inform you of a new date for a 

9 closing? 

10 A No. He didn' indicate a eoeéttie date. He 
ll said just -- he just wanted to know if I had the papers 


prepared, were there any other papers that had to be pre- 
13 pared other than the ones that already had been done which 


14 he had looked over. I told him no, but we might have to 


ef good standing. 
Ww Q Sir, if I told you that there was an opinion of 
is counse by Mr. Coven dated May 30, 1972, would that refresh 
1g your recollection as to whether any of the closing documents 

were dated? 
21 A It would indicate to me that that was about the 
date that the closing was supposed to take place. 

Q Would it refresh your recollection as to whether 


or not any of the closing documents were dated? 


_- —_ = -£ 


A No, it wouldn't. 
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2 Q Did there come a time when you attended a meeting 
3 that was termed a closing on the issue of Dennison Personnel? 
4 A Yes. There was an eventual -- eventually --'I 
5 believe some time, June 12th or 14th, one of those two 
6 dates, there was @ closing at the Republic National Bank. 
7 Q Did you attend? 
8 A Yes, I did. 
9 Q Would you tell us what, if anything, you did at 
10 that closing? 
| 1] | A Yes. I had asked to go along. I had never 


attended a closing before and I wanted to see -- you know, 
to see what occurred at the closing. I went along to 


14 assist in making sure that the necessary parties got the 


necessary papers that they were to received at the closing. 
There were certain documents pursuant to the underwriting 
17 agreement that were to be given to the underwriters’ 


counsel and I believe copies were given to the accountant 


19 as well. 
2 Q Did you have conversations with anyone at that 
21 closing? 
- 2 A I spoke to Mr. Bowes. Mr. Coven asked me to 
; 2 get the papers ready to give them to Mr. Levin and the 
A accountant, I believe. I had to collate -- so that I 
3 had all of the documens necessary to give. 
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Q When you were collating these documents, was 
anybody working with you? 

A Basically I was getting them read for Mr. Levin. 
He was about the only person I was really in contact with. 

Q Was he working with you as you were collating 
these documents? 

A Yes. He was making sure that he was getting 
all the proper documents. 

Q At the closing, did you have a conversation with 
anyone or did anyone have a conversation in your presence 


with regard to the closing down of the entire issue? 


A What do you mean by closing down of the entire 
issue? - 
Q The termination of the entire issue as of the 


closing as you had intended. 
A No. 
Q Did anyone have any conversation with you or in 


your presence with regard to trading of the issue? 


A No. Not to my recollection. 
Q Do you recall who was present at the closing? 
A Myself, Mr. Coven, a representative of the bank - 


I believe his name was Dallal and Mr. Levin was there. 
There was an accountant. I believe his name was Spears. 


I believe Mr. Ziffer was there, Mr. Rega -- 
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2 Q Do you know Mr. Coven's signature, sir? 
3 A Yes. 
4 Q Is that his signature on the last page? 
5 A It would appear to be his, yes. 2 
6 Q Now, sir, referring to Exhibit 8, I notice it's 
7 dated May 30, 1972 on the top. 
8 Does that refresh your recollection now as to 
§ whether any of the closing documents were dated? 
10 A Well, I would say that the opinion was dated 
11 the 30th and it's very possible that some of the other 
2 papers might have been dated the 30th also. 
Q Is the opinion considered one of the closing . iz 
14 documents? 
A Yes, it is. 
Q . Now, sir, do you recall why the opinion was 
17 dated May 30th, 1972? E 
A Well, I believe that that was the date that I 
19 was told that the closing was originally scheduled to take 
20 place. 
21 Q Do you recollect if you brought the opinion 
bs 2 letter with you as one of the closing documents to the 
’ 2 closing on June 12, 1972? | 
a A Yes. I believe I had the file with the papers 
3 for the closing in them and I put them in a folder and took 
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them along. 


Q Would this have been one of the papers? 
A Yes, it would have been. 
Q Could you tell the Court why this document is 


dated May 30th, 1972, when the closing in fact took place 
on June 12, 1972? 

MR. DAVTS: Asked and answered, your Honor. 

MR. DERFNER: Not in this regard, your Honor. 

THE COURT: I think he did answer it. The 
witness has indicated that he thought it was the date that 
tne closing was originally scheduled to take place. 

MR. DERFNER: The question was why wasn't this 
changed. That's what I would like to get out. 
I believe he also indicated previously, your Honor, that 
there were several documents that were undated and that 
was because they didn't know when the closing would 
actually take place. 

THE COURT: All right. 

A It would be conjecture on my part. I would 
imagine it was just an oversight, forgetting to cross the 
date out. ee 

Q Do you recall filling in the date of June 12 on 
some of the documents that had been undated? 


A It's not -- not to my recollection do I specific- 
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ally recall that, no. 

Q Do you recall if this document was mailed to any 
of the principals or any of the participants in the wintiese 
writing prior to June 12, 1972? 

A To the best of my recollection it was not mailed 
to anybody before that date, no. 

Q Do you recall if you delivered this to the 
Republic National Bank at any time prior to June 12, 1972? 

A I did not personally direct it to be given to 
the Republic National Bank and, to my knowledge, I know of 
nobody who would. I believe I had possession of them in 
my office. 

Q Did you have any conversation with Mr. Dallal 
of the Republic National Bank on June 12, 1972 with 
regard to this opinion letter? 

_ MR. DAVIS: Objection. Irrelevant. 
MR. DERFNER: No, your Honor. If I may -- 
MR. DAVIS: The bank is no longer a party to 
the action. 
MR. DERFNER: I don't think that that's -- 
THE COURT: They are still in it. 
MR. DAVIS: Yes, your Honor. 
Q Do you recall the question, sir? 


A No. Can you read it back to me or repeat the 
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condition in June of 1972? Were you involved in that 
at all? 

A No, I don't -=- I'm not even sure I'm familiar 


with what you are talking about. 


Q You are not aware of that? 

A No. 

Q Do you recall the investigation Mr. Coven made 
in the course of preparing this letter? What was done 


in order to prepare it? 


A I don't recall specifically what was done, but -- 
Q Were documents reviewed? 
A Yes, I believe I had checked the minutebook and 


certain of the statements of their good standing were the 
result of certificates from the state of incorporation, 
which I believe is Delaware, if I'm not mistaken. 

Q Did you contact any individuals and speak with 
them, ask them any questions concerning the preparation of 
this letter, do you recall? 

A I believe I had certain discussions with the 
company about the letter and about the additional letters 
that had to be prepared for the closing. 

Q Did you speak to any of the underwriters about 
it? 


A I don't recall speaking to them specifically, no. 
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had an opportunity to file with the clerk's office but if 
the Court would like a copy, at this point we can give the 
Court a copy and if not, we will file it with the clerk and 
a copy to the Court. 

THE COURT: Why don't you file it with the clerk 
and if the need arises for me to make use of it, perhaps 
you can make available to ans conformed copy. 

MR. DERFNER: At this point, your Honor, we will 
call the defendant Bernard Jay Coven. 

THE WITNESS: Your Honor, ne I take the 


stand I would like to tell your Honor I have a diabetic 


condition and I may require some recesses to use the men' s 


room. 
THE COURT: All right. 
Mr. Coven, you are already uncer oath. 
THE WITNESS: Yes, sir. 
BE RNARD vAyT COVE BR, having 


been previously duly sworn, resumed the stand and 

testified further as follows: 
DIRECT EXAMINATION 
BY MR. DERFNER: 

Q Mr. Coven, will you state your occupation, 
please? 


A ; Attorney at law. 


i 


ae SR MB ah be A ied t 
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2 Q Where did you go to law school, sir? 
3 A I attended Harvard Law School, graduated 1942 
4 and received a Master of Law degree, New York University 
5 Law School in '48. | 
6 Q When did you commence the practice of law? 
7 A 1946. 
8 Q What did you do between your graduation ‘from 
9 Harvard and your entry into the field of practicing law? 
10 A I served in the United States Air Force during 
ll World War II. > 
2 Q Sir, while engaged in the practice of law did you 
13 come to commence the practice of securities law? 
14 A Yes, I did. piakts: Ge 
15 Q Approximately when was that? 
16 A I've been in the practice of securities law 
7 approximately twenty years or more. 
18 Q In the course of ‘ica anal of the securities 
19 law have you ever been retained as counsel to work on public 
20 offerings of securities? 
21 A Yes. - 
= Q Approximately how many issues have you been | 
3 retained to work on? sae 
rd A Twenty-five, thirty or more. 
a ° Were you retained by both underwriters anc insurers? 
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A Yee > 

Q Sir, we have had extensive testimony in this 
trial with regard to the public offering of Dennison 
Personnel, which is the underlying issue here. Would you 
tell us approximately when you first came to hear of Denni- 
son Personnel? 

A Dennison Personnel was recommended to me by~-- 


that is, Mr. Bowes of Dennison Personnel was recommended 


to me by a Mr. Kaplan who was associated with a big board 


house. —_ 
Q ‘ What is Mr. Kaplan's first name? 
A Harry. ' — iy 
Q That is not the same Mr. Kaplan wi.o testified 


in this trial? 
A No, not the same Kaplan. 
Q When you first--withdrawn. 
Did there come a time when you spoke to or 


Mr. Bowes with regard to Dennison Personnel? 


A Yes. 

Q When was that approximately? 

A I believe it was some time late in ‘71. 

Q Did you discuss this company, Dennison Personnel 


at that time? 


A ‘I think °“t was earlier than that, about the 
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Q° At this time you have no recollection who it was 
3¢ from Lehman Bartels who spoke to you in this regard? 
4: A- No. 
§: Q Sir, did there subsequently come a time when 
6< Lehman Bartels was replaced as underwriter on this issue? 
Tv. A- Yes, they were. 
8 Q. By whom were they replaced? - 
9: A- They were replaced in sequence first by Stevens, 
10: Jackson & Seggos and then by Carlton Cambridge. Incidentall ’ 
11: I-might add to my previous answer as I recall it now, that 
12. in addition to Lehman Bartels getting off this .ssue, the 
13 company, that is, Dennison Personnel entered into informal 
Ma, discussions which never materialized with a personnel company 
15: from Boston, Massachusetts. 
| — MR. HEGHMANN: Your Honor, I am not sure of the 
17 relevance. I move to strike it. 
18 THE COURT: Yes. 
19 Q When the amendment was filed, was there also a 
20 change in price? 2 
21. A Well, I believe andae Lehman Bartels' issue, it 
22 was a straight best effort deal, and in open best effort 
23 deal, and in amendment No. 2, there was a minimum maximum, 
24 a:minimax deal, an” I believe the price was changed from five 
25 dollars then to ten cents. I also believe-that the am ont 
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of. money was changed, I believe from “750,000 to 600. 

Q. Are:you speaking about the total amount of money 
to: be realized from a full offering? 

A Right; 

Q: You-said Stevens, Jackson & Seggos was designated 
as: the underwriter On amendment No. l, as well as Carlton- 
Cambridge. Did_you -Know a principle of Stevens, Jackson 
& Seggos: by the name of ane OE a 


‘ 


A Yes, I did. 


Q: When did you first come to know Mr. Seggos? 
A-'. I:would say in the fall or winter of '7l. 


a How did you come to meet him? 


in a restaurant. There was some lecture being given as 
to something. I don't recall. 

Q And subsequent to that, did you have occasion to 
speak with Peano with Mr. Seggos? 


A. Yes. 


meetings or discussions? 
A Both in a business way and a.social'way.:: »:°. 


Qo. S6-you and Mr. Seggos became social acquaintances; 


is that correct? 
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| A That is correct, oa 
Q With regard -- ss - 
A: We .went to dinner often. 
Q YVith regard to business dealings with Mr. Seggos, 


were there any other. public issues that became effective v-nat 


you. worked’ on and Mr. Seggos was involved in? 


A. Yes. 
Oo: Which corporations were those? 
; A... The only other issue that ever become effective 


at. Seggos was Balance Computer. That was prior to Dennison. 


Q What was Mr. Seggos' relationship to Balance 
Computer? as 

A He.was an underwriter. 

Q .What capacity did you perform in that underwriter? 
- A I_was the attorney for Mr. Seggos on that issue. 

Q. Sir, did there come a time when you discussed 


‘Dennison Personnel with Mr. Seggos? 


A Yes. —— 

Q. Do: you recall when that was? ' 

A Sometime prior to March 3, 1972. 

Q Do you recall what you duke ses ies Seggos in that 
discussion? ; | 

A Yes, I invited him to late managing underwrite 


of Dennison Personnel. 
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2 Q: Do-you recall what, if anpeiedas was his opel 
i a ea Well, Mr. sini agreed to take the issue and 
Pm: 4 thereaitter.it was drafted ew wk at five dollars a 
°3 = share.. Mr. Seggos ‘iin informed me that he could not or 
& 


would: not sell.the issue at five dollars a share, and want: 


or 


Q. Was there any discussion with regard to the 


T the: issue restructured to ten cents a share, stating it wa 
& a successful_issue out west, which ten cents a share structur 
* was: successful. | 
10 Q: Prior tA -- 
pi A: Just a’ moment. 1 didn't finish. I pointed out 
to him that I°had-never seen a full registration issue at 
‘ 1s the Securities & Exchange Commission and that esetnailie hin 
= ¢: It: eote. in reducing the price and taking it that way. 
6 Q. Prior to your discussion with regard to lowering 
: 16 the price of shares, did you give any consideration -- with- 
7 drawn. 
18 Prior to your discussion with Mr. Seggos with 
=’ regard to Lewerine ee peewee these shares of Dennison in 
3 2 public offering, did you have _ discussion with Mr. Seggos 
; 21 with regard to the offering as it was peeviousty structured? 
: = A Yes. He knew it was five dollars a share. It 
i vA) was a printed draft as five dollars a share which was not 
; a i filed: which was bbekrteinel-in Mr. Seggos. 
25 
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ability of. Stevens, Jackson & Seggos to underwrite this 


- 


issue at five dollars a share? 


A:. Mr. .Seggos said he could syndicate this issue out 
easily. i- 
Q. Did you undertake any investigation to determine 


if: Mr..Seggos and his company, Stevens, Jackson & Seggos, 
had. the capability to underwrite and syndicate this issue? 
BX. Irdidn't make a formal investigation, but I used 


my experience and, of course, I had a conversation with Mr. 


Seggos as to what he could do, 


Q What factors did you use to determine -- with- 


drawn. 
% 
Did -you determine thatStevens, Jackson & Seggos 
could underwrite the issue? 3 
A) Yes. 


Q What factors entered into your consideration and 


formed the basis of that decision? 
. We had previous experience in the participation 


of. E..P. Seggos. That is a brokerage house he was formerly 


‘connected with and he had his own corporation, Seggos 


Industries, and he had two offices and led me to believe he 
3 oo 


was expanding. There was)a CBnversiony- of $50,000 put into 


his: firm, an additional $50,000. There was a statement in 


reference to the Pan Hellenic Assocation and he told me he 


te . 
cone 88 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


a a ae 


= Se ae oe a oe 


oe pe i a ee ce Dy oh I JI/L — 


-  . 463a 


hprm Coven-direct . 3350 
nad a tremendous following in the Pan Hellenic hikes 
He told me. he had placed shares in Surope:, All in all, he 
convinced. me.he could be a managing underwriter. 

Q Did. you make any inquiries --. 


A-. Izmight-add one other. thing that the issue 


« 


involved, at-least a minimum portion was less than the regula 


tion A-issue.which is a small,.small. issue. : The total of 

$600,000 was:only a hundred thousand dollars more than the 
regulation A issue and there was no underwriter worth his 

salt who couldn't do a regulation A issue. 

Q What is the amount of money realized as to the 
Securities & gachangs: Conaiséion rulings? 

A. $500,000. 

Q And. the minimum was to be less than that? 

A That is correct. 

Q At.or about this time, did you have any discussion 
with Mr. Seggos with regard to the eee ee of Stevens, 
Jackson ‘ Seggos? 

A No.. I:regarded that as immaterial in this 
particular. issue. é —- - 

Q Why is that? 

A Because we expected Ries tee syndicate the issues 
out, and. secondly, I believed his contacts ake esdttaiak 


to sell the issue. There were many other brokers on the 
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street of similar size who had to put away issues of 
approximately similar amounts. It was only $600,990. 

Q Would you explain what you mean by tayndteation® 
or *eynaivate the. issue out?" 

A This is a method of selling the issue by ppiatudas 
selling groups, to. sell to these selling groups who, in turn, 
sell to their customers. 

Q So it is the selling group that does the retail 
selling to the customers; is that correct? 

A That. is correct. at 

Q Did you determine if Mr. Seggos had any experience 
as a selling group? a ; 

A Yes. As a matter of fact, this entire matter of 
Seggos and his experience was discussed with the Securities 
& Exchange Commission artes to the issue becoming effective. 
In a conversation had with me, by Mr. Leone or Mr. Pardee of 
the Securities & Exchange Commission, they requested the 
insertion under the caption "Underwriting, experience of 
Seggos"on the final amendment. This didn't appear in the 
letter of comment but by telephone conversation. I discussed 
with them the application of item 16 oi: vation 4936, and 
under that release and pursuant to their request, the. para- 
graph about Seggos' experience was put into the prospectus 


in precisely the manner requested by the Securities & Exchang 
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Commission prior to the date this issue became effective, 


Q Is: that statement used in Plaintiff's Exhibit p-1? 
A. I-can point that out in the letter of comment, as 
ta this’ conversation. x 


MR..DERFNER: I believe the letter of comment, 
your. Honor, is Coven Exhibit D-22, and I'll attempt to show. 
it to. Mr. Coven: so he can explain his statement. 


THE..WITNESS: May I make a comment, your Honor? 


THE. COURT: Just a moment. 


Oe ae ea 
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A Looking at Defendant Coven's Exhibit D-22, 
the letter of comment by the SEC dated April 7, 1972, 


that letter of comment, 


Steven Jackson 


letter of comment, 


. Seggos. 


However, 


and I think it is-- 


Q Exhibit D-23. 


A --it is recited that the letter is directed to 


the letter of April 7, 


Pardee and Leone" 


letter states the paragraph under the caption "Underwriting" 


1972 and 


concerning tie recent information of that. 


in 


no requests made with respect to 


in response to their 


“conversations had with Mess 


and paragraph 12 of the second page of the 


The Securities and Exchange Commission at this 


ieee didn’t: think it 


serious 


enough to be required to he 


under the caption "High risk Bee It was satisfied to 


be under the caption " 


MR. BEIRNE: 


THE COURT: 


do. 


Q Mr. Coven, 


anininaire wie.* 


Your HOnor, 


I move that comment be 


I will strike it but I will allow 


referring to P-l, 


do you find anywhere 


ut what the regulatory agency did or didn't 


in that exhibit where the SEC's suggested language with 


regard to the experierce of the underwriters Steven Jackson 


Seggos appears? .- 
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2 A It appears in the last amendment under Under- 
3 writing. I had a conversation, and as part of my conversa~ 
4 tion with the examiners on this underwriting, they enaiittie 
5 ally authorized me, and it is general they do so, they 
a 6 specifically authorized me to place that paragraph under 
7 the caption "underwriting" and not to place it under the 
8 caption "High Risk Factor" where such a statement would 
9 usually be found. 
10 Q Mr. Coven, do you find that statement in Exhibit 
11 P-1? 
ni} OA Yes, Ido. - -— 
13 Q Could you read that statement, please? 
14 A "Steven Jackson Seggos, Inc. co-underwriter of 
16 this issue has only recently been registered as a broker- 
= 16 dealer and has had relatively no experience acting as an 
17 underwriter. However, Mr. Seggos, 4 principal, is experience 
18 in new issue participation." + 
Q Sir, where does that statement appear? 
7 ‘ a A Under the caption "Underwriting" page 15. 
21 Q ~~ On the prospectus? See 
A In the prospectus, yes. 
Q Did the geenektiae and Exchange Commission ask 
J that appear under the caption "High Risk Factorf in this 
prospectus? 
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under the caption "Underwriting. 


Q 


quently some discussion with Mr. Seggos with regard to low- 


ering the price of the share on this issue, is that correct? 


A 


Q 


A 


Q 


or on the telephone? 


A 


Q 


A 


Q 


A 


issue was worth five dollars or he could sell it for five 
dollars. He said that he wanted the issue restructured 
to a ten cent issue. He said that there were a number of 


successful issues of like kind out in the west. 


the west were mining stocks and Reaqulation A is uscd and 


to my knowledge there never has been in the history of the 


Q 


SEC, a penny fully registered issue. | 
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No. They authorized me specifically to put it 


Mr. Coven, I believe you testified you had subse- 


That's correct. 
Do you recall approximately when that was? 
After March 3rd, but before March 30th. 


Do you recall if this discussion was in person 


I believe this discussion was in person. 


Waere was it? 


At my office. 
Do you recall what was said by Mr. Segqcos? 


Mr. Seggos has stated he didn't believe that this 


OT ROAR UTD TA hee Ainneaky. 96. 30) 


4, 


I pointed out to him that these issues out in 


YEAR ry A het imate Rebhttl NL a ac hh amin Sh 


Did there come a time when you discussed Personne 


Ge 
te. 
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with Mr. Seqgos? 


A I believe Robert Levin was there. 

Q What position did he-- 

A He was the attorney for the underwriter. 

Q It was this discussion then when Mr. Seygos made 


~ 


the suggestion to lower the price? 


A Yes. I think Mr. Ackerman may also have been 
seeiuat. 

Q "Mr. Kenneth Ackerman from your office? 

A That's right. 

Q Did there come a time subsequent to this dis- 


cussion when vou had an Opportunity to discuss this with 


other persons, besides Mr. Seggos and Mr. Levin ? 


A Yes, I had a conversation concerning this reduc- 


tion and this issue with Mr. Gamarikian of Carlton Cambridge 


Q Prior to that did you have occasion to discuss 


it with anyone else? 


7) I spoke to Mr. Bowes about it. 
Q What did you say to Mr. Bowes, sir? 
A I. told him of the recommendation to reduce his 


issue to ten cents. First he told me he was very unhappy 
about that, that he believed that Dennison Personnel was 


not a penny issue. Then, subsequently, he thought it was 


a good idea. All Mr. Bowes wanted in the last analysis was 


Toure 


Salata s St POR cathe ote eae at ves 
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2 the issue as stated to me. 
3 MR. HEGHMANN: Objection. 
« THE COURT: Overruled. 
‘5 Q Sir, do you recall what you said to Mr. Bowes 
6 with regard to the change of the price of the shares of 
7 Dennison? 7 
8 A I told hjm that I would recommend a change from 
3 five dollars to ten cents a share. 
10 Q Did you cite any reasons for that recommenda- 
ll tion? 
LR A Well, I told him that Seggos wanted the chance. | 
I also believe that his company was nct worth five dollars, 
14 although that was the usual arbitrary figure put on the 
6b issue. 
16 Q Did you have any discussion with regard to the 
17 financial posture of Dennison Personnel? 
A Yes. 
19 Q What was that? 
- A It appears that Dennison Personnel was especially 
21 relying for operating capital on the proceeds of this issue. ; 
= Q How did that relate to the lowering of the price ? 
a to ten cents? = i 
2 Bs Well, the company's ratio for determinative : 
s It 


purposes of what the price in stock ought to be, certainly ; 
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2 was affected by the fact that it had required capital . 
3 problem. | 
4 In other words, tne company was not worth five 
5 dollars, and it was an arbitrary amount anyhow. » 
6 Q Going back to the discussion among yourselves, 
7 Mr. Levine and Mr. Seggos, when Seggos suggested the change 
8 in price, did Mr. Levine offer any comments with regard to 
9 this? 
10 A Mr. Levine didn't oppose such a change. 
ll Q Did he say anything in that regard? 
2 A Mr. Levine was agreeable to the change. He 
B believed, with me, that the ten cent price could,be easily 
14 supported in view of the financial ~ondition of the company. 
b i Q Now, sir, after your discussion with Mr. Bowes 
16 with regard to the change in price, did there come a time 
17 when you had discussion with anyone from Carlton Cambridge 
18 with regard to Dennison Personnel? 
19 A Yes. 
“20 er) oe “Tho was that? 
21 | A - Mr. Gamarikian. 
ce Q Do you recall approximately when that was, sir? i 
ae A It was sometime after March 3rd. 
“A Q Do you recall how you came to speak to Mr. 
2 Gamarikian about Dennison Personnel? 
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at the offices of the Securities and Exchange Commission? 


A 


Q 


A 


Q 


Yes. 


Were you in attendance at that meeting? 


Yes. 


Sir, did there subsequently come a time when 


you received a copy of Plaintiff's Exhibit 30, which is a 


letter to Robert B. Levink, Esq., dated May 26, 1972 and 


signed by William Nortman for the Regional Administrator? 


I show you 
A 
Q 
that copy? 


A 


a copy of that exhibit. 
Yes, I received a copy of that. 


What, if anyting did you do when you received 


Mr. Levine or I contacted each other and we got 


() 
together co SX to this. particular letter, and in addition 


Levine and 


whether it 


myself called the underwriters to determine 


was in fact true that sales reports had not been 


filed and we found the SEC was in error with respect to that 


Q 
meeting at 
A 


it was the 


Do you recall the date of the due diligence 
the SEC? 

It was prior to the effective date. I believe 
24th or-the 25th. | ° 


The 24th or 25th of April, 1972, is that correct? 


That's correct. 


Looking at Exhibit 30, the opening paragraph, 
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does that refresh your recollection of the date of the 
meeting, sir? 

A Yes, April 25th. 

Q With regard to the bi-weekly reports the under- 
writer is supposed to file as stated in the letter of May 
26th, do you veoali when that first bi-weekly report would 
have been due? 

A It would have been due a week or more after the 


effective date. 


Q Do you recall the effective date? 
A April 26th. . ‘ 
Q Based on April 26th, do you rec21ll when the bi- 


weekly report would have been due? 


A I don't have the exact date. However, both Levin 
and myself called the underwriters and it was determined 
that Stevens, Jackson & Seggos had indeed filed a report 
with the Securities Exchange Commission and that Carlton 
Cambridge had filed a report to the Securities and Exchange 
Commission, on I asked Mr. Levin to send me a copy of what 
they filed. I got a copy from Mr. Ziffer, but not from 
Carlton Cambridge. 

Q You got a copy of the Stevens, Jackson & Seggos 
bi-weekly report from Mr. Ziffer? 


A Right. He sent me a copy. 
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Q Sir, I show you a copy of Defendant Coven's 
Fxhibit 21 in evidence and I ask you if the first letter 


there is the copy of the bi-weekly report received from 


Mr. Ziffer? 


A Yes, it is. ey o 

Q Does that report indicate the number of shares 
ind .ca’ ‘"y the selling group? 

Ly 1 didn't hear that question. 


MR. DERFNER: Withdrawn. 
What does that report indicate? 


This report states that 711,000 shares have been 


purcha:ird of the Dennison Personnel issue. 


Q When is it dated? 

A May 16, 1972. 

Q Who is it sddreseed to? 

A Securities and Exchange Commission, 26 Federal 


Plaza. That's by Stevens, Jackson & Seggos. 


Q Is there a total of /11,000 shares on this letter, 
sir? I am showing you now the last page. 
A Yes, but that totai didn't appear when it was 


sent to me by Stevens, Jackson & Seggos. I RES added 


that number by adding.it up; that didn't appear that wv. 
4 


W6 added it up. 


Q Is that an accurate addition contained on this 
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bi-weekly report, of the number of shares? 
A Yes. 

THE COURT: I should tell you I have most exhibit 
which I can make reference to but I don't have all of the 
Defendant's exhibits. -——- —- 

MR. DERFNER: I will undertake to make copies of 
all the exhibits and provide them to the Court. 

THE COURT: All right, as you get to them. It wi 
be helpful. 

Q Now, sir, did you subsequently get a copy of a 


bi-weekly report from Stevens, Jackson & Seggos, and I am 


showing you D-21 in evidence. ~ «> cos | SAFO Ee 
= 
A Yes. 
Q What is the date of that report? 


A Jufhe 21, 1972. 


Q Who is that addressed to? 
A. Securities and Exchange Commission. 
Q What does that report say, sir? 


MR. HEGHMANN: Objection, your Honor, the report 
will speak for itself. 
THE COURT: It is in evidence. I will allow it. 
A In substance it gives a list of the customers 
who paid for their shares up to that date. 


Q Is there a total number of shares paid for as of 
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3 June 1, 1972? 

3 A 263,500 shares are stated as paid for. Again,- 
4 in this exhibit, the number 263,500 was inserted by adding 
5 up the columns. It was not received that way. 

? MR. HEGHMANN: Your Honor, if I may, just for 

‘ the record, dha these exhibits were received I believe they 
. were received for the limited purpose siuutee they were 

’ received from the Securities and Exchange Commission and 
» they were sent out in requests to questionnaires. I do 

i not believe they were signed. 

a They were not introduced to anyone who could 

* testify as to their contents or authenticity. They were 
” received for limited purposes and here say otherwise. 

15 


MR. DERFNER: Your Honor, my recollection is 


they were first offered during the testimony of Mr. Seggos 
| and Mr. Seggos said he had no knowledge of these letters and 
yes, they were received not for the truth of them but for 
the purpose of stating they were the basis upon which Mr. 
Grossbain sent out the questionnaires. 

Now Mr. Coven has testified he received those 
reports pursuant to his requests from Mr. 2Ziffer and under 
those circumstances I would ask the Court to expand the 
basis that Exhibit D-21 was received. 

THE COURT: Mainly to what? 
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inquiry of the letter which is P-30, he indicated yes, 
it did satisfy it, and no further letters of the sort of 
the content of that were sent out. Or, for that matter, 
correction of these reports or any additional information. 

I recall, your Honor, at that time when I examine 
Mr. Glusband on these documents, he did expand the purpose 
for which they had been received. I don't have the exact 
transcript here. 

THE COURT: My recollection is that the SEC 
through Glusbang acknowledges receipt of the two documents 
and now we have tostinony of Mr. Coven that he received it. 

MR. JAFFE: Yes, your Honor, but I do point out 
we have had P-30 brought up and I recall mr, Glusband ..;, 
this was the material he did get a Seeebiies: 6 that and-- 

THE COURT: I don't think they're denying that. 
Go ahead. 

BY MR. DERFNER: 

Q Mr. Coven, did you receive these two letters 
that comprise Exhibit D-21 in the mail? 

A Yes. : = 

Q Do you recall the envelope that ontiteat them, 
if that had any identifying markings? 

A These papers were sent to me by Mr. Ziffer, on 


my express request to Mr. Ziffer, in a conversation I had 
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with Mr. Ziffer, for the purpose of assuring myself chat 
our responsibility with respect to the Commission's l]° xr 


was correct. 


Q Sir, did the envelope in which these arrived 


have any identifying markings? 


A Stevens, Jackson & Seggos. 
Q You recall that? 
A Yes, I do. 


MR. DERFNER: Your Honor, could we expand the 
receipt of these, they were received by Mr. Coven from 
Stevens, Jackson & Seggos? 

THE COURT: That's probably a reasonable in- 
ference but I'm not sure it addresses itself to the point 
Mr. Heghmann is making. 

MR. DERFNER: Your Honor, if Mr. Heghmann is 
stating *hese letters are not dispositive of the number of 
shares sold, as indicated, we are not contesting that. 

THE COURT: All right. 

Q Six, did Carlton Cambridge ever send you copies 

of their bi-weekly reports? 
A I believe Levin revorted back to Cariton Cambridge 
sent their bi-weekly reports. I believe it was ecaresved 


to Mr. Goldberg, the head of the Regulation A Section insteed 


of Mr. Glusband. 
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Q Did you ever receive copies? 
A No. 
Q At or about the time you received a copy of 


Exhibit P-30, which is dated May 26, 1972, did you have 
any conversations with Mr. Levin or anyone on behalf of 
Carlton Cambridge with regard to the number of shares that 
had been either indicated for or sold by Carlton Cambridge 
at that time? 

A I had indication from Levin certainly that Carl- 
ton Cambridge had sold more than the minimum shares and 
that a closing had been scheduled for May 30th. 

Q Now, sir, did there come a time when a response 


was prepared to Exhibit 30? 


A Yes. 

Q Do you recall when: that was? 

A I don't recall the exact date. 

Q I show you Exhibit 31 in evidence and ask you if 


that refreshes your recollection as to the date. 

A Yes, a few days later, on May 30th. This was 
prepared by Mr. Levin, I believe, and I assisted Mr. Levin 
on this preparation. 

Q _ Did you sign this letter? ; ‘ 

A Levin signed it and I signed it as having read 


the letter and confirming its contents. The letter of 
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Mr. Levin of May 30th,-- 
Q You're talking about Exhibit 31? 
A Yes, I note the statement in that letter, the 


list of Carlton Cambridge was addressed “Attention: Michael 


Goldberg". 

Q That list is the hi-weekly report, is that 
correct? 

A Yes, that is what we understood. 

Q Now, sir, about this time, you were apparently 


speaking with Mr. Levin about the issue, is that correct? 
A That's correct. 
Q Did there come a time at approximately this 


time, when a closing was scheduled for Dennison Per’ onnel? 


A Yes. It was scheduled and cancelled. 
Q What was the date that was chosen, sir? 
A This closing was planned originally for May 39th, 


but among other factors, the underwriters, particularly 


Carlton CAmbridge asked for more time. It .was rescheduled 


| 


— 


ee 


to June Sth, I believe, on a temporary basis and then we 


scheduled it again. 


MR. DAVIS: Objection. I ask the statement 


"the underwriters from Carlton Cambridge asked .for my time" 


be stricken as hearsay. 


THE COURT: Who at Carlton Cambridge made that 


a 
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2 request and of whom? 
3 THE WITNESS: Mr. Levin, basically Mr. Levin, 
4 the attorney for Carlton Cambridge told me they nee¢e:d more 
5 time. 
6 THE COURT: Application is denied. 
7 THE WITNESS: In addition to that fact I called 
8 up the escrow account bank. 
9 Q Now, Sir, in scheduling the original closing 
10 | for May 30th, 1972, were there any factors considered prior 
11 to choosing that date? 
12 A Well, it was determined by the attorney, myself 

and Vir. Levin, to contact the underwriters, that they indi- 
14 cated at the time of fixing that date, a readiness for May 
6b 30th and we were advised to prepare for closing on that aste,! 
16 which my office did and Mr. Levin's office did by making up 
17 the appropriate closing papers. 

Q Did there come a time, sir, when you were informed 
19 that the underwriters would not be ready for the May 30th 
20 closing date? ae 
21 A Yes. 
2 Q Aroroximately when was that? 
a <) A A few days or so prior to May 30th. 
re Q I believe you testified it was ses kaetin who 
2 so informed you, is that correct? 


Poe . SCUTHENK DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


482ea 


hpv Coven-direct 3376 


A That's right. 

Q At or about that time did you have any conversa- 
tion with Republic National Bank, the escrow agent? 

A Yes, I did, several conversations. 

Q Specifically prior to May 30, 1972, do you 
recall what you said to Republic National Bank? 

A Well on my first call there, I recall it was my 
first call because I had some difficulty in getting any 


information at all. They refused to give me information 


with reference to the escrow account indicating that the 
account was in the name of the underwriters, and they were not 


authorized to give intormation with reference to the accounts 


whilin I had no interest in. I spoke to an officer about 
that and-- 

Q Do you recall who that was? 

A That was eigher Hersch or Dallal, I can't be 
certain. 

Q Is that-- 

A I think Morris Hersch an officer of the bank and 


then I did get information as to the amounts in the escrow 
account and with respect to May 30th it was very apparent 
from the information I obtained that the underwriters were 


not ready to close. 


Q Do you recall how much money was in the escrow 
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account on May 30, 1972? 
A ‘A relatively small sun. 
Q 1 snow you Exhibit P-16 in evidence and I ask 


you if that refreshes your recollection? 


A May 30th, $65,881. 
Q I believe you're referring to May 3lst there. 
A Well, the period was--well, it was for the 
$8,970. 
Q As of May 30th, 1972? 
A It appears that way from the bank statement. 
Q Does that refresh your recollection as to what 7 


you were told by the escrow agent regarding the amount of 
money in the escrow account on May 30, 1972? 

A I recall I was told that amount or approximately 
that amount. 

Q What if anything did you do when you determined 


' 
the amount of money in the escrow account? 


A Waited for further action by the underwriters. 
Q Did ycu have any conversation with anyone? 
A Well, I continuously called up Ziffer and Lian 


to ask them what they were doing with reference to this 


issue. I spoke to them quite frequently.- Mr. ziffer 


. 
* 


assured me that things were going well. As.to Cariton 


Cambridge, that was more difficult. I think Mr. Levin 
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2 called them more often than I did. 

3 Q Did you have any conversation with Mr. Levin 

4 with regard to the monies in the escrow account and the clo- 

5 sings? 

6 A No, except that it was insufficient to close on 

7 May the 30th, as they indicated. Levin did say that, as I 

8 recall now, that Cariton Cambridge had some aifficulty in 

9 collections. 

10 Q Did there come a time, sir, when the closing was 

- ll scheduled for a day subsequent to May 30, 15972? 
2 A Yes. 
Q How was that done, sir? 

14 A I notified-- 

15 Q How was the date decided upon? 

16 A The date was decided upon basically by Levin 

17 obtaining a date from Carlton Cambridge. 

8 Q What date was decided upon, sir? 

19 A --and I spoke to Mr. Ziffer. | 
20 Q What date was decided upon? | 
21 aA It was Fasically an extension of the May 30th | 

to June 15th. It was not a tirm date but an extensior. nea 
| 


based mainly on the collection problem that Carlton Cam- 


bridge said they had. 
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THE WITNESS: Carlton Cambridge basically had a 
collection problem. They said they had difficulty in col- 
lecting and they asked for an extension of time on the ori- 
ginal closing they set. 

THE COURT: Asked the bank? 

THE WITNESS: They spoke to us. They didn't 
ask the bank at all. They spoke to Mr. Levin who in tvrn 
spoke to me. 

MR. JAFFE: Your Honor, I object to this testi- 
mony as being hearsay and very unclear as to the source of 
the materiai. I object co it. 

THE COURT: You might clarify it before we let 
it rest. Who said what to whom about what? 

Q Mr. Coven, did you have any conversation with 
Mr. Levin with ee rescheduling the original May 30th 


Closing date? 


A Yes. 
Q What dic you say to Mr. Levin? 
A Mr. Levin told me that in his conversations with 


Carlton Cambridge, that they had a collection problem and 
they needed more time. They thought they could possibly 


make it by June 5th. 


Q As a result of that conversation, what if anv- 


thing did you do? 
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A I 1.5tified Bowes about June Sth. 

Q Did you and Mr. Levin come to any agreemeit with 
regard to the date of June 5th? 

A I also notified the bank on this so we did come 
to an agreement on this, yes. 

Q What was that agreement? 

A It was a: temporary holding Nate: If senkaie 
Cambridge collected its funds, there would be a closing. 

Q Now, sir, prior to June 5th, 1972, did you have 
any conversation with the escrow agent with regard to “he 


monies in the account? 


A Prior to June 5th? 

0 Prior to June 5th, yes, sir. 

A Yes, I did 

Q What was that conversation? 

A As I have testified, the first conversation I 


had, I had a rerusal as to the amount and then I was told 
what the amount was and I saw May 30th was an impossible 
closing and that was it. | 

Q Sir, subsequent to May 30th, 1972, but prior to 


June 5th, 1972, did you have any conversation with the escrov’ 


ag nt? 


A I believe I notified the escrow agent there would 


be a possible closing. 
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Q Did you have any conversatinn with regard to 
the monies in the account? 
A I don't believe I spoke to him about the money 
in the account in that telephone call. As a matter of fact, 
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it may have been my office who made that call. The reason 


I say that is, I had another issue which became effective 
on May 4th, a few days after this issue and I'm not quite 


certain as to how that went. 


Q Sir, did there come a time when the June 5th 


closing was rescheduled? ‘ 


A Yes. 
Q Approximately when was that? 
A That was rescheduled a day or so before the June 


Sth closing. 

Q How did it come to ‘pass that the closing on June 
5th was rescheduled? 

A As I recall, I called the escrow agent again 
with reference to this matter, and there didn't appear a 
sufficient closing amount to consider a pore of this 
issue, and in addition Carlton Cambridge asked again for 
an extension of time for purvoses cf collection. 

Q Did you have any conversation with intern at 


Carlton Cambridge? 


MR. JAFFE: Objection. 
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THE COURT: Sustained. 
Wro said what? 
Q Di ‘. have a ccnversation with anyone on behalf 
of the underwriters? | 
A Yes. 
Q With whom did you speak? 
A Mr. Levin. . 
Q What did Mr. Levin tell you with regard to the 
June 5th closing, sir? 
A Mr. Levin said they were not ready to close and 


we better set another date, June 12th. I also told him 
about my conversation with the escrow agent. 

Q Did he offer any reasons for the inability to. 
close at that time, sir? 

A He merely repeated it was a collection matter. 
Also, he had word way over the minimum was sold by Carlton 
hanibtane alone. 

MR. JAFFE: Objection, your Honor. 
A (Continuing) This is Levin stating that. 
THE COURT: I will take it. 


Q Sir, are you saying when you spoke to Mr. Levin 


with regard to the rescheduling the June Sth closing M~. 
Tevin stated Carlton vambridge was way over the minimum? 


A Way over the minimum but they had problom of 
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collection. That is, sold but not yet paid for. 
Q Sir, I believe you testified that you alse in 
this conversation, discussed with Mr. Levin, the amount of 


money in the escrow eccount, is that correct? 


A That's correct. 
Q What did you say to him, if you 1ecall? 
A I called the escrow agent up, and we were not any 


where near the closing amount. 
Q What did Mr. Levin respond, if anything? 
A Nothing, enna with that information. 

MR. DAVIS: Excuse me, do we have a time fixed 
for this conversation? 

MR. DERFNER: Your Honor, I believe the testimony 
was prior to June 5th but subsequent to May 30th. 

THE COURT: As I understand it, the last conver- 
saticns occurred a ccuple of days prior to the June 5th 
scheduled closing. 

THE WITNESS: What happened here, your Honor, a 
closing was +: ‘neduled for Ma’ 30th, then came telephone 
conversations delaying this closing, because of the prob- 
lems encountered by Carltcen Cambridge. That hasically was 
in substance how this occurred. 


THE COURT: As I understand it, the lest conver- 


sation was a couple of days before June 5th. 
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THE WITNESS: Yes. That was a temporary, tenta- 
tive date of closing and they said we needed more time and 
we advanced it to the 12th. 
Q Mr. Coven, at the time you spoke to Mr. Levin, 
a couple of days prior to June Sth, was a new date for the 


closing decided upon? 


A Yes. . = 

Q . What date was that? 

A June 12th. 

Q And what was the basis for deciding on June 12th, 


if you recall? ad 
A well, it appeared that extension of time was 
large enough to have a collection from Carlton Cambridge, 
certainly it was an additional seven-day period for collec- 
tion, pursuant to the appropriate regulation, I believe 
Regulation T, and we thought that was adequate time. 
MR. JAFFE: Your Honor, I object to the charac- 
terization “appropriate regulation." 
THE COURT: Sustained. 
Q Mir. Coven, during these conversations that you 
had with Mr. Levin, between May 30th, and June 5th, or a 
couple of bua weten to June Sth, 1972, were you ever in- 
formed by Mr. Levin that Carlton Cambridge had closed its 


books on the issue? 
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A No, and I will state emphatically that it was 
not until the comme.icement of this action that I knew or 
learned from tl.e complaint in this action that Carlton 
Cambridge had, as stated in the complaint, "Closed its 
books". act 

Q Were you ever informed by anyone from or on 
behalf of Carlton Cambridge, with regard to their books 
being closed on May 30th, 1972? 

- Absolutely not. 

Q During this peric’ of time from May 30th to 


ney 


about June 5th, were you speaking with anyone from Carlton 
2D 


Cambridge with regard to Dennison other than Mr. Levin? 


A I believe I spoke to Mr. Rega but not about 
Tt piitthessnsmnvesabdcemsckaerss pacha. iniensnhtmenin sehen ett nO 


Dennison Personnel. 
eT 


Q Were you speaking with anyone from Carlton 
Cambridge about Dennison Personnel? 

A What date? 

Q From May 30, 1972 to June 5, 1972? 

A No. I didn’t. 

I did speak to Ziffer, and the issuer and the 

escrow agent. 

Q During these conversations with Mr. Levin, did 


Mr. Levin tell you Carlton Cambridge had commenced trading 


the issue? 
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2 A No. 


3 Q Did anyone from Carlton Cambridge tell you they 
C 4 had commenced trading t!'e issue” 
5 A No. I didn't icarn thac Carlton Cambridge was | 
6 trading this issue until June 29th or °%th, 1972. I 
7 believe it was the. 29th. 
8 Q Mr. Coven, have you ever had an opportunity t 
9 visit any of the offices of Carlton Cambridge? 
10 A I have never visited the offices cf Carlton 
11 Cambridge up to this moment and from the beginning of time. 
2 Q Sir, you have testified you had discussions 
13 with Messrs. Gamarikian and Rega. During the course of any 
14 of these discussions did you discuss the aweeban’ operations 
Bt ai Carlton Cambridge with these gentiemen? 
16 A I have never had occasion to discuss any of the 
7 icieeuas opera‘ !c.:.s of Carlton Cambridge. 
Q -. bid 2. Rega, Mr. Gamarikian, or Mr. Levin dis- 
19 | cuss with you the internal guidelir2s that had been sea by 
" 20 Carlton Cambridge with respect. to Dennison, which have been 
21 testified to in this proceeding? 
2 A I never spoke to anybody from Carlton Cambridge 
NR 3 or anybody else at any time about how Carlton Cambridge 
2A operated their particular brokerage house or what their 
25 


procedures were. I regarded it at all times as none of 
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2 my business. I was the attorney for the company, not the 

3 underwriter. Certainly not Carlton Cambridge. 

4 Q Were you informed of the 1,000 share ukeniaie 

5 guideli- = in Dennison » sonnel? 

6 A Absolutely not. I never learned about that until 
7 this action was commenced. 

8 9 Were you infornf% of the method of paying 

9 commissions to the brokers of Carlton Cambridge with 

10 reagrd to Dennisun Personnel? 

ll A Absolutely not; in any fashion, directly or 
“RB indirectly or however remote, I know absolutely nothing to 
13 this day about the inside of Carlton Cambridge except wha* 
14 I learned from the papers filed in this action. 

% Q Sir, were you ever consulted by Carlton Cambridge 
16 or anyone in their pehalf with regard to the method of ds- 
17 


positing funds in the esciow account as it relates to Denni- 


son Personnel? 


A Absolutely not. 
20 MR. JAFFE: At what time, your Honoz? 
21 Q esareer the pendency of this issue, sir. 
A At no time did I have any knowledge with respect 


to Dennison Personnel of how or in what manner Carlton Cam-~ 
bridge was depositing its funds or what bank they were using 


2 and so forth. That was first learned at the June 12th 
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closing, when the check was presented by Carlton Cambridge. 
THO COURT: We will take a recess until a quarter 


of. 


(Recess taken.) 
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BERNARD er co VER , resumed. 
BY MR. DERFNER: 

Q Mr. Cover, in late May, June of 1972, did you have 
any conversations with Philip Lian from Stevens, Jackson & 
Seggos? 

A Yes, I did. 

Q How did these conversations come about? 

A I called Lian and Ziffer often to determine how 
they were selling the stock. They also called me. 

Q And do you recall what Me. thante capacity was 
for Stevens, Jackson & Seggos in late May and June of * 127 

A At that time I didn't know his capacity. I 
thought he was a back office. 

Q During your conversations with Mr. Lian, did there 
come a time when the subject of making a market in Dennison 


Personnel was reached or discussed? 


A Yes. 

Q Do you remember approximately when that was? 
A The early nace of June. 

Q Did you initiate that topic, sir? 


A Yes, I did. Snare cae 
Q Do you re~all what you said to Mr. Lian? 
A I asked Lian if Seggos was going to make a market 


in Denison, pursuant to the due diligence : ; 


= - 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, K.Y. CO 7-4580 


—_ <2). oe ee ee ee meee ee 


10 


1] 


496a 


hprm .. Coven-direct 33e9 
statement, made hy z2iffer—attheSeeuritie s—&—Exchange 


Commission. 


Q Do you recall what was Mr. Lian's responsibility? 
A He said this was a matter up to Seggos personally. 
Q@ . Did he give any indication of the present state of 


making a market in Dennison Personnel? 


A No. Mr. Ziffer did-in a telephone call he ani to 
me. 

Q Did Mr. Lian make any? I am talking about Mr. 
Lian. | 

A No, he didn't. tu than speaking to Lian and 


asking him how the issue was going in the last conversation, 
that is about all the conversation I had with him -- 
Q When you say the last conversation -- 
A In which I asked him whether Seggo’:: was going to 
make a market in the stock. 
MR. JAFFE: Your Honor, can we fix a time? 


THE WITNESS: First week of June. 


Q 1972; is that correct? 
A Yes. 
Q Now, sir, during these conversations with Mr. Lian|, 


was there any discussion had with regard to M. S. Wien’ 
appearing in the pink sheets? 


A Absolutely none. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


Coven-direct 
Absolutely none,’ with -- 

A Absolutely none. There would be no reason to 
speak to tiie about it.. 

Q Did yov speak to him about it? 

A No, absolutely not. 

Q Sir, from April 1971, when you were first retained 
by Dennison Personnel to the present time, have you had any 
contact or communication with M. S. Wien regarding Dennison? 

A Absolutely not. I have not spoken or communicated 
with anyone in M. S. Wien or in connection with M. S. Wien. 

Q Do you recall if there came a time in April of 
1972, when Mr. Seggos left the United States? 


A Yes. 


c Do you recall when in April that was? 


A: I don't recall the precise date, but I believe it 


was sometime in April. 


Q Sir, who was in charge of the Dennison issue for 
Stevens, Jackson & Seggos in Mr. Seuece® absence? 
, A Mr. Ziffer was in charge. He so informed me. 
Q Mr. Ziffer? 
A That is corréct. 
Q Who appeared at the due diligence meeting on 
April 25, 1972 at the sheatihian & Exchange Commission on 


behalf of Stevens, Jackson & Seggos? 


I 
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2 . A Mr. Ziffer- appeared. 

3 THE COURT: Excuse me, at‘which meeting? 

4 f MR. DERFNER: The due diligence. meeting, your Honor, 
5 in April 1972. 

6 THE WITNESS: At the Securities and Exchange 

7 Commission. 

8 Q Now, sir, do you recall in the beginning of June 

9 1972, having any conversations »\.1 Mr. Ziffer. regarding 

10 Dennison? Just do you recall, six? 

11 A Yes. | 

2 Q Do you recail having any Sisribaetatten with regard 
13 to Gotham Securities, with Mr. Ziffer, regarding Gotham 

14 Securities and Dennison Personnel? 

15 | F A Yes. 

16 Q What did Mr.ziffer say to you,;:if you recall? 

17 A Mr. Ziffer told me.that Gotham Securities was 

18 remitting net aid he asked me if that was permissible. 

19 ; Q What, if anything, did you say to him? 

20 A I told him that depended upon the number of shares 
21 sold, that it might be permissible under certain circumstance 
a but that eating was absolutely responsible for all of the 

2 fungus in the event that a return was required, because 

24 Gotham was Seggos' customer, in effect. 

25 Q When you say Seggos, sir -- 


‘ 
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A Stevens, Jackson & Seggos. 
Q Did you tell him under what circumstances that 


would be possible, sir? 

A I told him if more than the minimum number of 
shares ee sOld, that it would not really be of any concern, 
but I didn't have all the facts at the time. 

Q Did you subsequently have another conversation 


with Mr. Ziffer with regard: to M.. S.'.Wien? 


A Yes. 

Q Do you recall approximately when that was? 

A About the same time. 

Q Was it subsequent to the conversation with regard 


to Gotham, if you recall? 

A On or about the same time. I believe it was 
subsequent, yes. Mr. Ziffer told me that S. M. Wien was in tie 
sheets and asked me how that could occur, since there had 
been no closing. 

Q . Referring to the pink sheets? 


A That is right. 


Q And also referring to Dennison Personnel. Is that 
correct? 
A That is correct. 


Q What, if anything, did you reply? 


I told them in °. view of the fact there was no 
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closing and no certificate issued and the customer's list of 
Dennison Personnal had not yet been ascertained, it was : 
obvious they were in the sheets solely oe a when, as and if 
basis and that such trading was correct, it was not illegal. 

Q Now, sir, did there nubiseunenets come a time when 
you had discussions with Mr. 2Ziffer’ with regard to a’ minimum 


closing of Dennison Personnel? 


A Yes. 

2 And were these prior to June 12, 1973? 

A Yes. Mr. Levin and I notified all of the parties 

Q Did you have any specific conversations with Mr. 
Ziffer? 

A Yes. I asked him for an indication of the nember 


of shares sold at that time, up to that time. de told me it 
was 351,000, something like 351,000, and Mr. Levin: ascer- 
tained that Caitties: Cambridge had more than the minimum at 
that time, in ard of i‘ self. 
Q Now, sir, in the course of -- 

MR. JAFFE: Your Honor, : object to that. 

THE COURT: Read that po tion hack after 351,000. 

(Record read.) 

THE COURT: In its present form, that last portion 


is stricken. 


Q Sir, at or about that time, did you have any 
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cor.versation with Mr. Levin’ with regard to Dennison Personnel? 

A Yes. 

Q What, if anything, did Mr. Levin tell you? 

A He told me that Carlton Sietdine had advised him 
they had mcre than the minimum sold by themselves. 

Q , In your conversations with Mr. Ziffer, did you-eve 
tell him there would be no maximum closing of Dennison? 

A Absolutely not. The subject never came up with 
Mr. Ziffer or anybody. else. 

Q In your conversations with Mr. Ziffer, in the firs 
two weeks of June 1972, but prior to the closing on June 12th 
did you ever discuss with Mr.*iffer whether Stevens,’ Jackson 
would stop selling the shares of Dennison after the closing? 

A No. | 

Q Did Mr. Ziffer ever inform you that there could be 
only one closing per each issue? 

A No. 

Q Now, sir, prior to June 12, 1972, but subsequent 
to June 5, 1972, did you have any conversations with the 
escrow agent with regard to the escrow account? 

A Yes. I ascertained the amount of the account. 

T‘mu 1> king at Exhibit 16, and I refresh my recollection it 
was over $200,0%0, 


Q At what time, sir? 
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A About June 9th or SO, 223,496. 7 

Q When you ascertained this information, what, se 
anything, did you de with respect to che closing? 3 

A I asked Mr. Levin to Pree ir es from Carlton 
Cambridge the balance, if any,.of their col‘ections and I was 
told by Mr. Levin: that they ied idee in at the closing 
an appropriate check for the required amounts, whatever they 
had at the time, which I believed then to be in excess of 
the minimun. 

Q Did you have any pe ree with anyone on beha 
of Stevens, Jackson & Seggos with regard to the money they 
haa collected -- : 

MR. DAVIS: On the conversation with Mr. Levin.:, 
when was that? 
THE WITNESS: weal to June 12th. 

Q Subsequent to June 9, 1972 but prior to June 12, 
1972, is that when you had that conversation? 

A About that time, yes. | 

Q Did you have any conversation with anyone on 
behalf of Stevens, Jackson & Seggos with regard to their 
deposits to subscriber's funds in the escrow account? 

A Not specifically. And incidentally, I was not 


anle ti. obtain from the escrow agent, although I did ask 


them, ot able to obtain by telephone call as to whose money 
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actually constituted the sums which are on this. I never 


received a copy of Exhibit 16 from the bank. I was never 


able to -- 

Q Are you referring to which underwriter made the 
deposits? wa oe 

A Yes. They either were unwilling or the clerical 
staff -- 

Q Now, sir, prior to June 12, 1972, did you nave any 


conversations with Mr. Bowes with regard to the closing? 


A Yes. 

Q What, if anything, did Mr. Bowes tell you? 

A I told him to prepare for closing on June 22th. 
Q Subsequent to June 5th, and Seton to June 12th, 


did Mr. Bowes make any telephone calls to you in regard to 


Dennison Personnel? 

A Will you give me those dates again? 

Q Subsequ-nt to June 5, 1972, but prior to June 12, 
1972, did you have any conversations with Mr. Bowes? 


A The telephone calls with Mr. Bowes were basically 


‘when is he going to get the funds. He also indicated the 


company was in serious need to close promptly. 


Q What, if anything, did you say to Mr. Bowes-in 


response to that?. 


A I told him when the closing was available he would 
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get his funds, and not before. 
Q Did you explain to him the prerequisites. for 


minimum closing? 


A I didn't explain it specifically, no. 
: Q Did you explain is eenbeelie: sir? 
A ones that at least three million shares .aa to be 
sold. . 
Q On or about June 12, 1972, did you have ‘any con- 


versations with Mr. Levin: with regard to the posture of the 
underwriters as it regarded the scheduled closing on June 


12th? 


A Mr. Levine ascertained they were ready for closing 
' 


that Carlton Cambridge was ready for closing on June 12th. 


Q ‘In response to that, what, if anything, did you 


do? 
| 
A Notified the escrow agent and Bowes that the 


closing would be “held. 

Q Did Mr. Levine say anything about Stevens, Jackson 
& Seggos' posture with regard to the closing? 

A Mr. Levine annie Sitter, I believe, with 
reference to the June 12th closing, I called the company and 


excrow agent. 


MR. DAVIS: Objection, as hearsay to what Mr. 


Levin. did. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
_. FOLEY SQUARE, NEW YORK, N.Y. CO 77-4580 


10 


11 


595a 


hprm .  Coven-direct 3398 
THE WITNESS: Mr. Levin. said he called -- around 
the horn -- that was what he usually said. Around the horn 
meant the underwriters, and I called the company and the 
escrow agent. 
Q Now, sir, did there come a time when you appeared 


at the offices of Republic Bank and June 12, 1972? 


A Yes. 
Q What was the purpose of your appearance thee? 
A To have a minimum closing. When I use the word 


“minimum closing," I mean at least the minimum and not the 


total maximum. I don't mean only the minimum. 


Q Now, sir, was Mr. Bowes at the offices of Republic 


or June 12, 1972? 
A Yes, he was. 


Q Did you have any discussion with Mr. Bowes at all 


when you first saw him at those offices? 


A Yes. 

Q Do you recall what the nature of that discussion 
was? 

A Mr. Bowes told me that the company would be closed 


or going through bankruptcy unless a closing was immediately 
held that day. They were in serious financial difficulty. 
Q What, if anything, did you say or do in response? 


A I then immediately advised Mr. Rega of the 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7.4580 


506a 


hprm Coven-direct 3399 
statement, and Mr. Levin , and Mr. Ziffer was present, advisck 
them of the statement made by Mr. Bowes, and the first order 
of business was calling in the account,and for Dennison 
Personnel, Mr. Spear, examining his letters and financial 
Statements and demanding an explanation of whether there was 

a hates adverse financial change in the company's conditica 
that would require this offering to be amended, or whatever 


steps were required. Mr. Spear satisfied all present by his 


explanation. Then I called Mr. Bowes aside, and I said, "Nr 


Bowes, under all these circumstances, I believe that if this 
issue closes today and you get your funds, I would like to 
cosign the company's checks, A, to make certain where the 
proceeds are going to go and, B, as a safeguard to investors j 
in the event that there is a disclosure of the material 


adverse financial conditions, which we do not know at this 


moment," 


Q Now, sir, was Mr. Spear already present at that 
time? 
A Yes. Mr. Spear was present because the accountant 


was required at any closing. 

Q In regard to your suggestion to cosign Dennison 
checks, whac did Mr. Bowes say in response, if anything? 

A Mr. Bowes said in a — tone that I was trying to 


grab control of his company; he pushed me and raised his 
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fists to hit me, and said he would knock my block off and 
began to act in a very violent manner, and Mr. Ackerman of 
my office, I believe, intervened at this time. He sites 

called me a number of names and $0 forth. 


Q Sir, as a result of that, what, if anything, did 


you do with regard to your suggestions for cosigning the 


company's checks? 


A I dropped that matter at the time. 

Q Now, sir, you testified that Spear gave an 
explanation of the financials of wie eaiilaienia and satisfied 
all_present. Do you recall in substance what Mr. Spear said? 

A I think it was a question of possible deficit or 
a seasonal problem that got cleared up. We were mindful of 
the high risk factor, particularly high risk factory number 
one, in the prospectus. 

Q The prospectus contained in Plaintiff's Exhibit 
P-l1; is that correct, sir? 

A Which had been disclosed to the SEC, as to the 
current assets and the : cnn dawkaibait on the proceeds 
for working capital, and the certification of the independen 
certified public accountants subject to the receipt of at 
least the minimum funds of this offering. 

Q Did Mr. Spear present any certified statements 


with regard to Dennison? 
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A Since this was an interim closing, I don't believe 
he was required to. He did present a ealinuek letter, as it 
is called. y ; f saa 

Q What is a comfort letter, sir? 

A It is a letter given by an accountant ‘a give 
statements of no material adverse change pnelie to him at a 
particular time, subject to some exceptions. It is supposed 
to give comfort to the underwriters and those concerned with 
the issues. 

Q After speaking to Mr. Spear, did you have any 
conversation with anyone on behalf of the escrow agent with 
regard to the amount of money in the account at that time? 

A That was not the order of how this matter occurred 
First, Mr. Rega presented a dae I believe it was 
approximately $31,000, and the check was uncertified. Then, 
looking at his check, a determination was made as to th2 
amount of money in the escrow account. 

Q Sir, do sii recall how much money was in the 
escrow account at that time without Mr. Rega's check? 


A The escrow account at that time was $233, With 


Rega's check, the required fund to be paid to the company 


would be more than met. 


Q Do you recall the amount of Mr. Rega's uncertified 


check, sir? 
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Q Did .you have any discussion with Mr. Levin with 


regard to the fact that there was $300,000 in the escrow 


account? 
A Yes, we had conversations with a number of people, 
Q How many did you have conversations with? 
A ~ Mr. Greco, an attorney, who was formerly on this 


issue, had come with Mr. Bowes. Mr. Greco said, at first 


he didn't think we should close. 

MR. HEGHMANN: Your Honor, I realize he said the 
meeting was in flux, but could we get who the parties were as 
the discussions were going on. 

THE COURT: Yes. 

THE WITNESS: This discussion, I believe, was in 
the presence of Rega, myself, Greco, Bowes, Levin, Ziffer; 
that's about all I can recall at this moment. 

Q Was there a discussion with all these people’ 
present, were Mr. Greco made some comments with regard to 
the $300,000 not being in the account? 

A Yes. 

Q What did Mr. Greco say? 

A Mr. Greco said he didn't believe we should close 
at that time. 

Q Did he state why? 


A He said that there wasn't $300,000 in the account, 
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and there was no proof, he said, that Carlton caebettes had 
sold all « “s shares, especially with that uncertified 
check in the and Mr. Rega became very incensed and he said 
"How dare anybody impune his_tategrityas—tethe-number of 
Shares sold and they can all go to hell," in substance, and 
they had to calm him down, and then Mr. Levin and myself and 
all of the parties, at which time with the exception of Mr, 
Greco who went on the “ette ana talked to Mr. Bowes, we 
examined the number of documents. 

Q Which documents were examined? 

A We looked at the Prospectus, the terms of the 
Prospectus, we examined the underwriting agreement, we 
examined the escrow agreement, we called in the bank's 
attorneys to discuss -- had the bank's attorneys called in 
to discuss this particular matter, and the conclusion was 
reached that the beneficial interest in the escrow account 
was the company's, since more Shits three million shares had 
been accounted for, but hat the two things were required. 


One, that the issue should be held in escrow, pending an 


“unusual procedure suggested by me, that the stock certificate 


be delivered to the escrow agent, and that the underwriters 
receive no window tickets from the escrow agent. 
Q What are window tickets, sir? 


A A window ticket would be a communication from the 
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2 transfer agent authorizing the underwriters to pick up "x" 

3 number of shares when and if they presented the appropriate 
™ ; 4 names and directions. - My theory was to prevent the under- 

5 writers from laying hands on those shares and directing them 

6 to be sent solely to the escrow agent for official counting 

= of the number of shares issued. In addition, the bank's 

Eig attorneys required a writing from Rega, which was typed on 

9 a bank's typewriter in my view, stating that Rega had 

10 received all of his co.missions and that nothing was due to 

ll them from the bank on the distribution of the funds. On that 

12 basis, the issue was closed in escrow. 

13 Q Sir, did you make any effort to verify that three 

14 _ Million shares had, in fact, been sold or an excess of three 

15 million had been sold? 

16 A Yes. On the following day I -- 

17 Q On that day, sir, did you make any effort? 

18 A I wer with both underwriters on that day, but 

19 I took these other precautions for further determinations. 

2 I permitted no money to be distributed at that time. 
_ 2l Q Did vine make any inquiry with regard to bi-weekly 
m || tepoxts that were sent to the Commission? 
3 A Yes. In our consideration of whether this issue 
coco—> 
al would be held in escrow and closed this way, consideration 
2 ; - 


was given to the fact that the Securities & ‘xchange 
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Commission, in what I consider a extraordinary measure, was 
vatonine this issue by the taking of bi-weekly reports. This 
is the first issue I have ever seen in my twenty years or 
more with the Securities & Exchange Commission that they have 
in a full registration, required bi-weekly reports to be 

sent to them. I think their monitoring of these reports as 
to the number of shares sold was a factor in our considera- 


tion. 


Q Did you inquire as to whether these reports had 


been submitted as of June 12, 1972? 


A Yes. 
Q How did you determine that? 
A Carlton Cambridge and Stevens, Jackson & Seggos, 


through Ziffer, not on June 12th but immediately before that, 


indicated that they were making these reports. 


Q Who on behalf of Carlton Cambridge indicated that? 
A Mr. Levin. 
Q On June 12, 1972, did you attempt to account for 


the proceeds of the number of shares that had been sold 


according to the representation of the underwriters? 


A Yes. 

Q How was that done, sir? 

A z Spoke to Rega and I spoke to Ziffer. 

Q Restricting ourselves now to June l2th, was any 
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determination made with regard to the amount of monies that 
were collected and how those monies were applied, which 
monies were deposited -in the escrow account, for instance, 
and -- 

A The bank requested a lettc: from me, indicating 

the distribution requirements of the funds. 

ere re 


Q And did you, On June 12th, ascertain how much 


money was retained by the underwriters as commission and 


expenses? 


A I didn't ascertain it, Only roughly on June 12th. 
Q Did you inquire on June 12th? 
A On June 13th, I believe, that occurred. We also 


requested the transfer company to send me immediately when 
available a copy of the transfer sheets showing each and 
every purchase of that stock. 

Q When did you make that request, sir? 

A About the 13th or l4th. I think I got it the 15th 


Or l6th. 


Q Now, sir, who made the suggestion that the closing 


take place in escrow? 


A Mr. Levin and myself made that suggestion, 
Q Was Mr. Greco consulted in that regard? 
A Mr. Greco, after coming back from his conversation 


with Mr. Bowes, stated that he was not quite certain now that 
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the issue could not close. He said it was a close question 
of law, in his opinion. 

Q At that time, sir, did you ask either the under- 
writers or Mr. Levin for *he amount of monies that was 
retained for the WistrnieKeiia’t commissions? 

A I don't understend that. 

Q Did you make any inquiry of anyone on behalf of 
the underwriters as to the amount of monies that were 
received from the subscribers but not deposited in the escrow 


account but rather retained as commissions or non-accountable 


expenses? 

A No, I didn't, except what was obviously on the 
table. 

Q What was on the table, sir? 

A It was on the table that Carlton Cambridge had 


deducted its discounts and allowances on this last check and 
the bank was given a paper which was typed, indicating that 
fact. 

Q How was it determine that they deducted their 
expenses and allowances? 

A It was calculated as to the number of shares they 
sold and what was deducted and then they arrived at that 
particular figure. 1 believe it was 3,073,500 shares having 


been sold by Carlton Cambridge and Stevens, Jackson. 
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a 

Q At that time were you able to account for’all the 

funds that would have been collected, wrich would represent 


- 


the sale of 3,073,500 shares? 


A Yes. 
Q And where were those funds at that time? 
A The funds required to be paid to the company was 


in this excrow account, plus there was three thousand some- 
odd dollars due to Stevens, Jackson & Seggos, and there were 
no discounts and commissions due tc Carlton Cambridge by 
reason of the fact that they had deducted them on this last 
check. 

Q Sir, referring to Exhibit P-l, is there an indica- 
tion in the final prosp» «us as to the amount of money that 
the company was = realize from the completion of the 


minimum offer? 


A Yes. 

Q How much was that, sir? 

A The company was to retain a minimum of $255,000. 

Q And on June 12, 1972, do you recall how much money 


was in the escrow account, including Mr. Rega's uncertified 
check? 
A If you include the uncertified check, $263,496.75. 
Q It was decided at that time the fund would not be 


released until, among other things, Mr. Rega's check had 
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cleared; is that right? 

A Yes. The Republic National Bank put that check 
in as a collection item. 

Q What does that mean, as a collection item? 

A They apparently didn't deposit it into the account 
for clearance with their bank, their associate bank, but 


they put the matter through for collection directly to the 


paying bank. 


Q Would that speed the process of clearing funds up? 
A I think it would, yes. 
Q Now, sir, at any time during the proceedings heid 


at the Republic National Bank, on June 12, 1972, did anyone 
state that Carlton Cambridge had commenced trading the issue 
of Dennison Personnel? 
A Absolutely not, nor that they had closed their 
books on the 29th or any other date. 
MR. JAFFE: I move to strike that. 
THE COURT: In its present form, yes. 
Q During the proceedings on June 12th, at Republic, 
did anyone on behalf of Carlton Cambridge or anyone else 
state that Carlton Cambridge had stopped selling the issue? 
A Absolutely not. | 
Q Did Mr. Ziffer or anyone on behalf of Stevens, 


Jackson state that they had commenceé selling the issue? 


SOUTHERN Ser mcr COURT REPORTERS, v S$. COURTHOUSE 


Ome eee Ome mm tte ~ 


| 


017A 


hprm Coven-direct 3411 

A They didn't. 

Q On June 12th, did you have a conversation with 
Messrs. Bowes and Greco with regard to the maximum portion 
of the offering? 

A I told Mr. Bowes, in my opinion, the entire issue 
would be sold. Mr. Rega, Mr. Ziffer, Mr. Greco, Mr. Ackerman 
and other people were in My presence. I can't certify to the 
fact they heard that statement, but I believe my ‘seniis were 
sufficiently such that they should have heard it. 

Q Sir, prior to adjourning at the bank, the Republic 
National Bank, did Republic request any letters to be sent 
to them by either yourself or Mr. Ziffer? 

A Not by Ziffer. They requested a letter from me. 

Q What was the purpose of the letter that they 
requested from you, if you recall? 

A They wanted to confirn, basically, for their 
records in some official way the number of shares sold, and 
the shares issued fully paid and as to how ‘the funds were to 
be distributed, 


Q I show you Exhibit 20. Do you recognize that, 


A Yes. od 
Q What is that? 


That is a letter I sent to Republic National Bank. 
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Q And in that letter, did you inform the bank as to 
how the funds we.-e to be allocated? 

A Yes; I @did. 

Q Sir, I show you Exhibit 19 in evidence and I ask 
if this refreshes your recollection as to whether the bank 
asked for a letter from Mr. Ziffer. 

MR. JAFFE: Your Honor, what number is that? 
THE COURT: 99, 

A I don't recall. I have seen this exhibit prior to 
my taking the stand, but I don't recall anybody from 
Republic National Bank asking Ziffer to sent this letter. 


It appears he must have his own conversations with them. 


Q Sir, referring to Plaintiff's P-l1, were there any 
provisions in there for warrants to be delivered to the 
underwriter? 

A ‘et 

Q Provided what warrants’:.are. 

A It provided as I recall, the underwriters were 


entitled up to 600,000 warrants paid on the number of 


shares actually sold. I think it is one for ten. A 


warrant would give the holder the right to purchase a share 


-re 


of stock from the company upon the payment of the defined sum 


Generally ten percent above the issue price. 


Q At the closing of June 12th or proceedings on June 


01928 
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2 12th at Republic National Bank, were any warrants distri- 
3 buted or requested by the sibecicet chen’: 7 
4 A No. No warrants were distributed or cucidenan 
5 by the indeatuctines: which was a significant factor in having 
—_eaerwreY_- ti a eae 
6 me believe that the issue was going to continue. 
ao ERM HEI iE OE, ll AMOR en 
7 MR. DAVIS: Objection. 
8 MR. JAFFE: Objection, your Honor. 
9 THE COURT: Just a moment. ‘iit 
10 Q Mr. Coven, when should these.warrants Rent been 
ll requested by the underwriters in this underwriting? 
12 MR. JAFFE: Objection. 
13 THE COURT: Sustained, 
14 Q °° Sir, have you ever participated in an underwriting 
15 other than Dennison where warrants were provided for? 
16 A 7 Yes. | 
17 Q Approximately how many, gir? 
18 MR. JAFFE: Objection, your Honor. 


THE COURT: Having made the point, the objection 


having been overruled unless you are trying to make some 


21 ‘other point, you do not have to go into the basis. 

22 } Q Mr. Coven, subsequent to the closing on June 12, 
23 1973, did you have any conversations with the transfer agent 
24 with regard to Dennison hacen? 

“5 A Yes, - 
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2 Q Who was ehid: Geenntnn agent? 

3 A American Stock Transfer Company. 

4 Q What conversations did you have with American 

5 Stock Transfer Company? 

6 A I told them that all stock must be delivered 

7 directly to the escrow agent and no stock will be delivered 
8 to any of the underwriters, that the company sil seeuneae 

) its consideration to authorize the issuance of stock, that 
10 he is to send me the transfer sheets as soon as and immedi- 
11 ately as available, check out the number of shares actually 
2 sold. 

13 Q Do you recall when you made these requests of 


14 American Steck. Teaneder Company? 

15 A I believe late June 12th ~~ June 13th. 

16 Q Whom did you speak to at American Stock Transfer, 
17 if you recall? ; } ” 

18 A Either of the ehentek ec: I would say my present 
19 recollection, Michael Garfunkel. | 

20 Q At that time were you counsel to American Stock 

21 Transfer Company? | 
2 . A I did some Jegal work for American Stock Transfer 
23 from time to time, but I am not its general counsel, and do 
24 not receive any general fees and am not on an annual retainer 
25 


They have consulted me from time to time as of other stock 
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letter of June 13, 1972? 


A | It was apparently erroneous, arithmetical 


— — 
computation. 


Q Do you recail where the information came from? 

A | The information was obtained from Stevens, Jackson 
& Seggos and Carlton Cambridge, but apparently there was an 
arithmetical error made, 

Q Now, sir, subsequent ’to June 12th, did you attempt 
to telephone Mr. Bowes et any time? That is, subsequent to 
the closing of June 12, 1972. 

A Yes, I spoke to Bowes. He called me a few days. 

Q Did you undertake to call him at any time or 
attempt to call him at any time after the closing, sir? 

A At any time after the closing? Do you have a 
particular date? 

Q Between June 12th and June 29th, 1$72, did you try 
to speak to Mr. Bowes by telephone? 

A Mr. Bowes called my cffice a few times. I don't 
believe I had many occasions to speak with him, but I did 
speak with him -- I didn't speak with him, rather, until 
after June 29th, that I can recall. ; 

Q Did you attempt to call Mr. Bowes after the 


closing with regard to certain disbursements that were 


outstanding? bis 
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A No. Those disbursements were settled -- 
Q Did you acti smpt t> call him with regard -- 
A My office called him with reference to printing 


disbursements and and so forth, that were outstanding. I 
think the printer wanted to get his bill paid. 

Q Did you personally ever call him? 

A I don't personally recall calling him, but I do 
recall telling my staff to get his bill paia because the 
printers usually get paid on the closing. You had to explain 
this was an escrow and so forth. They were demanding their 
money. I think also at this time my office was receiving 
requests for payment by the printer of the stock certificates 

Q Did you have occasion to personally speak to Mr. 
Bowes with regard to these bills, you personally? 

A I don't believe I spoke to him personally. 

Q Now, sir, showing you Exhibit 10 in evidence, a 
babe dated June 21, 1972, on Dennison Personnel letterhead 
to. American Stock Transfer, signed by Mr. Bowes, I ask you, 
did you have any conversation with Mr. Bowes with regard to 
this letter prior to it being sent out on June 21st? 

A ‘No, sir. : never knew that Mr. Bowes had seat 
this letter to the Nesiabainis Stock Transfer Company. He never 
consulted me about it, never advised me about it, and I didn' 


know about it. As a matter of fact, this letter I regard as 
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my Oblicgation as an attorney writing this particular letter. 
' MR. JAFFE: Your Honor, may we have that exhibit 
number? 
THE COURT: 10-D. 

Q Now, sir, do you recall if you personally had any 

conversation or any communication with Mr. Bowes between 


June 12, 1972 and June 21, 1972? 


A No. 
Q You don't recall or you didn't -- 


A I do not recall ever having any specific conver- 
sation with Bowes between those two sili 

Q Did en ever receive a copy of that letter, 
Exhibit 10 in evidence, from Mr. Bowes or American Stock 


Transfer? 


‘ 


A Absolutely not. I have never received to this dat 
from Mr. Bowes a copy of the letter that he sent. 

Q When did you first learn of the existence of this 
letter, sir? 


A ‘I learned of the existence of this letter after 


‘the commencement of this action. 


‘ MR. DERFNER: Your Honor, at this time I will be 
going into a new area, a rather extensive area. It isa 


quarter to one and it may be a’convenient time to break for 


lunch. 


SOUTHERN OISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


= > 7 ——E————— ol 


5240 


1 hpv 4 Coven-direct 3429 
2 Q In your first conversation did you relate any~ 
3 thing to Mr. Bowes about your conversation with Mr. Rega? 
4 A I told him that--I didn't relate any specific 
5 portion of that senieacitsin except that I did tell him that 
6 Carlton Cambridge was in the sheets. 
7 Q Did you saiiniiianl stabilization at all, to Mr. 
8 Bowes? 
3 A No, I didn't. 
10 Q Did you mention anything about the best efforts 
ll portion of the issue being open at that time? 
12 A No. I just told him and I was insistent, 
13 that the registration was required immediately. 
14 Q You stated shinies came .a time when Mr. Bowes 
15 got back to you. 
16 A That's correct. 
7 Q Do you recall when that was? | 
18 A I believe it was the next day or the 7th. 
Q Between your conversation with Mr. Bowes on the 
20 Sth, and the time of your next conversation with Mr. Bowes, 
21 did you have a conversation with Mr. Levin? 
= A Yes. 
23 Q What was the substance of that conversation? 
2A A Mr. Levin was informed that Carlton Cambridge 
yds) 


was in the sheets. 
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Q low, Sir, Gid therc come #« time after your conver 
sation with Mr. Rega that you consulted or calied the Secvri 


ties and Exchange Commission about the questionnaires? 


A Yes, I did. 

Q When was that, sir, do you recall? 

A I called Mr. Glushand, I believe it was the 29th. 
Q June 29, 1972, is that correct? 

A That's correct. 

Q What, if anything, did you say to Mr. Glusband? 
A I spoke to Mr. Glusband and asked him what the 


situation was, having in mind the letter of comment directed 
to me by the Securities and Exchanue Commission that the 
ten cent price was in and of itself was manipulative, which 
we unswered in the last letter of comment. I asked hin 
whether the inouiry was to price or what was it and I also 
tojd him that the questionnaires were having or would have 
a serious affect on the company. 

I told Mr. Glusband that I and the issuer would 
immediately come down to his office and hear any complaints 


of give them any explanation that he required. 


Q Did Mr. Glusband respond? 

A Yes, he did. 
Q What did he say, sir? ; 

A He didn't pick up my invitation, didn't want to 
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answer any of the questions and told me that I can consult 
his superiors if I desired to do so. 

Q Did he state anything with regare to the type 
of investigation that he had underta!en? 

A His conversation gave me the impression that it 


was a routine surveillance. 


Q Did he make any conunent in that regard? 
A No, he didn't, nor did he state an investigation 


was ongoing. 
Q Now, sir, on or about June 30, 1972, did you 


make any telephone calls to Mr. Bowes? 


A Yes, I did. 

1) And did you actually sreak to Mr. Bowes on thst 
aay? 

A No. I had left a message, Bowes was not avail- 


able, and I left a message with Bowes' office, I belicve 
with Mr. Kennedy, that reregistration was ‘uteiaieiiisa without 
delay, and to get back to me. 
THE COURT: June 30th? 
MR. DERFNER: Yes, your Uonor, June 30th. 
Q Now, sir, did there come a time subsequently 
when you spoke to Mr. RBowss? 
A Yes. | % 


Q When was this? 
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A There intervened the July 4th holiday, and 1x 


Spoke to Mr. Bowes on the Sth or--I believe it was the Sth 


of July. 
Q Do you recall the day of the week-- 
A Sth or 6th, I'm not sure. 
Q Do you recall the Gay of the week June 30th came 


out on, in 1972? 
A May I consult a calendar? 


THE COURT: Yes. 


A June 30th was a Friday. 

Q June 30, 1972 came out on a Friday, is that cor- 
rect? 

A Yes. The earliest I could have spoken with Hr. 


Boves was July 5th. 


Q What day of the weék was that? 
A That was a Wednesday. 
Q And do you recall what you said to Mr. Bowes 


when you spoke to him on July 5th or thereabouts? 


he did get back to me. 


A I told Mr. Bowes that it appeared that the aint 
tration was immediately required because of Carlton Cambridge 
entcring the sheets. | 

Q What, if anything, did Mr. Bowes Say to you? 

A Mr. Bowes said he would get back ee me and 
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2 Q By yourself? 
3 A Yes. 
4 Q What, if anything, did Mr. Levin say to you? | 
5 A Mr. Levin sake that there might be 10b-6 
6 violation. : 
7 Q What did that mean to you, sir? 
8 A That meant that an underwriter--that there was 
¥ a problem, a question as to whether an underwriter could go 
10 into the sheets with the best efforts portion of the issue 
ll left open. Unresolved with Levin was a question of whether 
12 the underwriter had actually ceased his participation be- 
13 cause the 10b-6 definition of when participation-- 
14 MR. JAFFE: Objection. 
15 THE COURT: © Sustained. 
16 MR. DERFNER: Your-Honor, would the Court permit 
17 Mr. Coven to relate his conversations with Mr. Levin? 
18 THE COURT: Yes. 
Q Did you have any discussion with Mr. Levin with 
20 regard to the wording of the Rule 10b-6? 
21 A Yes. 
2 Q What was that conversation, sir? 
3 A The cuestion we discussed, a question of the 
“A definition of termination of participation. It appeared 
ys) 


that Rule 10b-6 defined termination by using the precise 
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2 Dennison Personnel with regard to this offering? 
3 A Yes. I did not receive one penny other then 
7 represented by these checks, nor did I receive anything of 
5 value directly or indirectly. Those checks represent the 
6 _ “otal amounts paid to me on this issue. 
7 Q Did you receive any shares of Dennison Personnel 
8 in recard to your services rendered? 
° A Absolutely none whatsoever to this day, end none 
10 || were contempleted. 
ul Q Did vou ever purchese e share of Dennison Personne 
a 4 I never purchased a share of stock of Dennison 
18 Personnel at any time, directly or indirectly. 
14 ; ; st ae 
Q Did enyone at Dennison Personnel ever compensate 
as you in regerd to services rendered in regerd to the issue? 
16 ae oe 
B My full compensation, directly or indirectly, 
17 rn ‘ 
ere represented by the checks which have been handed to me 
18 ai we 
and which I have testified to. 
Q So that no one else compensated you besides 
Dennison? 
21 
A No one else compensated me. 
2 . 
= Now, sir, showing you Exhibit P-1l1 in evidence, 
. — ’ 
2 ° w _ 
which is entitled, “Agreement to Extend the Time for the Sele 
2 » , 
of Common Stock of Dennison Personnel, Inc.,” I show you this, 
25 


sir, and I ask you if you were present when this was executed‘ 
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ry { never saw an executed copy of this agreement 


uncil this trial commenced. 


Q Were you present when it was executed, sir? 
A I was debi, | 
Q Wer2 you ever consulted by your client, Dennison 
Personnel, cr by its president, Gerald Bowes, with regard to 
that extension agreement? 
A No. I would like to edd one fact for clarifice- 


tion. It is usual in making up papers for an underwriting 
to make up an extension in advance. I don't know how this 
extension was signed. I never saw it signed. I didn't 
procure its signature, and I cnly saw the executed copy of 
this at this trial. As ‘é eeeeas of fact, I never saw an 
unexecuted copy of it. 

Q Did Csslton Canbrtdes or anyone on its behalf 
consult you about the execution of this zreement? 

A They did not. 

MR. JAFFE: I object, your Honor, to the form of 
the question. 
THE COURT: sustained. 

Q Mr. Coven, did you ever have i conversation 
with anyone on behalf of Carlton Cembridge with regard:so the 
execution of that agreement, Exhibit 11 in evidence? 

A No, particularly since that egreement calls for 
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an extension commencing July 24, 1972, and the D registration 
3 statement was already filed July 17th. So I find it Gifficult 


to understand how an agreement can be executed for an 


5 extension commencing July 24th. 
6 Q Your answer is no, you had no conversation with 
7 anyone from Cerlton Cambridge? 
8 A That is correct. 
? Q Sir, I show you a copy of Plaintiff's Exhibit P-12 
10 in evidence, a letter dated July 11, 1972, from Carlton 
i Cambridge to Gerald Bowes, signed by George Santoriello as 
as vice president of Carlton Cembridge. I ask you, sir, did yeu 
* receive a copy of this letter? 
14 
A No. 
* THE COURT: Wheat number? 
16 a) 
MR. DERFNER. Exhibit 12. 
17 
Q You received a copy neither from Carlton Cambridge 
18 
nor Gereld Bowes? 
A No. 
20 ; ~ 
Q Did Gereld Bowes ever consult you with regard to 
21 
this letter? 
22 
' A No. 
23 
Q Did he ever inform you that he had consulted 
24 i : 
Carlton Cambridge with regard to the substance of tha‘ letter 
25 


A No, he did not. 
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Q Do you recall when you first learned of the 
existence of this letter, sir? 

A I believe I first learned of it at the commencement 
of the trial. I also waksous that the dete of this letter is 
July 11, 1972, which was ieee that I was trying to get 
Bowes to sign a .deregistration statement. 

Q Sir, I believe your previous testimony was that 
you spoke to Mr. Bowes on July 10th and you didn't speak to 
him again until July 17, 1972? 

A Yes. 

Q When you spoke to him at the later date, July 17, 
i972, did he inform you of the existence of this letter or of 
his conversations with Carlton Cambridge with regerd to the 
substance of this letter? 

A No, he did not. 

Q Now, sir, referring back to the period prior to 
June 12, 1972, did’ you ever call Republic National Bank and 
inform them that only net funds would be deposited in the 
escrow account ? 

) I emphatically did not. I was present in court 
and heard the witness Dallel make that stetement. That state- 
ment is not so. 

Q Did yok: ever direct enyone from your office to 


make such a call to the Republic Nationel Benk? 
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I never isewexud anyone in my office to do that. 
There would be no reason to make such e call. 

Q To your knowledge, sir, did anyone from your 
office meke such a call? 

A To my Knowledge, no. 

THE COURT: That was a call to tell the bank whet 

MR. DERFNER: Thet commencing on a certain date 
-- I believe Mr. Dsllel testified it was on or about May 30, 
1972 and thereafter -- that only net funds would be deposited 
in the escrow eccount. 

THE WITNESS: Of course, the records indicate 
that gross fu.ds vere cGeposited in the escrow account, and 
no one could ascertain me was depositing what. 

Q Now, sir, I ask you today based on your knowledge 
of the events that transpired suiseeuent to the closing on 
June 12, 1972, would you again decide to close this issue in 
escrow as you did on June 12, 1972? 

MR. DAVIS: Objection. 

THE COURT: Sustained. 

MR. DERFNER: Can I make en offer of proof? 

THE COURT: Yes. | 

MR. DERFNER: ‘Part of the plaintiff's case here 
is that an injunction should issue égainst Mr. Coven, and 
that is besed on the reasonable likelihood that future 
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violations will occur. tT veuld offer this evidence just 
. toward that equitable defense: for whatever weight the Court 
msy Wish to give it. 
THE COURT: T will take it. 

Q Do you recall the question, Mr. Coven? 

A Yes. I would say this, that considering this 
matter eat hindsight, 20-20 now, and considering the anguish, 
expense, loss of reputation, loss of about seventy-five 
percent or eighty percent of my corporate practice, end a 
misreading possibly of the SEC's attitude, which was not 
plain in the statute, I have and would in the future adopt 3 
most ultra, ultra-conservetive viewpoint and would never 
close in that condition isis And, as a matter of fact, in 
a subsequent issue, and all subsequent issues which I have 
closed, I have meade certain that this ultra-conservative 
approach has been folicwed. I would not do it again and find 
myself in the circumstances I find myself in today, the loss 
of money and the anguish that it has cost. 

Q Now, sir -- 

A (Continuing) I would also add, your Honor, thet 
this case has been so serious that I em unable to cbteain work 
through any brokers or others on the Wall Street market. 

Q Now, sir, considering the efforts that were 
undertaken by the parties at the closing on June 12, 1972, to 
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determine the allocation, applicetion of various subscribvter 


funds -- 
A Would you repeat the question? 
Q I didn't finish the question. 
THE WITNESS: I didn't get the first portion of it 
MR. DERFNER: I wine LE 
Q Mr. Coven, did you heve eny agreement or under- 


standing with Stevens, Jackson & Seggos or with its president, 
Eleftherios P. Seggos, to the effect that on the Dennison 
issue Stevens, Jackson & Seggos would eppear 2s a nominal 
underwriter only and would heve no selling responsibilities ? 
A I absolutely and emphaticelly state thet is not 

true. Mr. Seggos, Stevens, Jackson & Seggos' uncerstanding was 
plainly written and set forth in the underwriting agreement 
which was filed with the Securities & Exchange Commission. 
He was to use his best efforts and he was to get paid if he 
sold stock, and if he didn't sell stock, he was not going to 
get rr I hed no special agreement with Mr. Seggos. 

MR. DERFNER: Thank you, your Honor. I have no 
further questions. 

THE COURT: We will start with Mr. Berger, 

MR. BERGER: Your Honor, i have no questions on 
cross examination. 

THE WITNESS: May I heve one moment? 
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} 

SECURITIES & EXCHANGE COMMISSION | 
VS. es ; 73 Civ. 2944 

OSEPE REGA, JR., et al, 
| 

' 


Defendants. 


March 5, 1974 
10:10 a.m.; Room 618 


i1'R. RECHMANN: Your Honor, Mr. Berger cailed me 
this morning. He may not make the morning session but will 


probably be here this afternoon. As Mr. Berger indicated 


a ee ee eee se eee = = 


yesterday before we clcesed, he has no cross examination cf 
Mr. Coven and dceés not feel his absence should impede the 7 
proceedings. 

THE COURT: Then we are ready to proceed. 

Mr. Cove, take the stand. You are stiil under | 
oath. | 
BERNARD JAY COVER, previously sworn, | 
resumed the stand and testified as follows: 

THE COURT: Mr. Berger indicated he has no cross. 
Mr. 3rown. 

MR. BROWN: I have no Poene ty an your Honor. 

THE COURT: Hr. Davis. | 

MR. DAVIS: Yes, your Honor. 
CROSS EXAMINAT™ON to 
BY MR. DAVIS: | 


Q Mr. Coven, I would like to ge over a couple cf 


+ oe ee 


+ 
Hy 


Re Be PR 


Q Isn't it true you called them frequently? 
A I called them on a number of occasions. I can't 
use the word “frequent” or “infrecuent." We were interested 


approximately eight or nine registrations then involved. 


hprm Coven-cross 0373 3457 
them a little more fully. During the period from the 
effective date of the offering to May 30, 1972, April 26 to 
May 30, 1972, isn't it a fact that you had been continuaily 
calling Carlton Cambridge to ascertain how they were doing 
on the deal, what their position was, how many shares they 
had sold? 
A I may have called them on occasion. I believe Mr 


Levin called me a number of times. 


to find out what the status of the sales were, of course. 
Q About how often would you say you called then 
in that duration, April 26 to May 30, 1972? 


A I can't tell you. My office called -- = had 


I had another registration which came effective May 4th, 
$875,000, with A. A. Bryan-Company. I know Levin called, 
I called, the usual particular link — to determine as 
to the number of shares sold and what the status was. 

Q I believe you testified yesterday it was Hr. 
Levin's basic responsibility to contact Caraton Cambridce 
ana you were contacting Seggos. Is that an accurate 


statement? 


18 
19 
20 
21 
2 
fi 
24 
ys) 
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A No. 
Q Could you explain a little more fully to us. 
A Sometimes Levin called Ziffer, sometimes I called 


Ziffer, sometimes my office called Carlton Cambridge. There 


was no particular responsibility or duty except, of course, 
Levin recommended the underwriters and to that extent it was 


his obligation to obtain contact with them. 


Q This didn't preclude you from calling them, did 
4%? 

A Absolutely not. 

Q You sought to find out for your client what the 


status of the offering was at any particular point in time so} 


as to see when the closing could be held? 


you testified it was Mr. Levin who called you and told you 


A Mr. Bowes was pressing for a closing, particularly 
in view of high risk factors number one of that issue. 
Q ‘Yesterday, if I recall your testimony correctly, 


to prepare for the May 30th closing, isn't that so? 
A Would you read my question and answer? 
Q Let me see if I can paraphrase it to you. I 
can't read it to you exactly. 
THE COURT: Read the question please, Mr. Reporter. 


(Question read.) 


Q As I recall your testimony, Mr. Coven, from my’: 
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notes it was that around May 30th, you kad a indicaticr: fren 


Mr. Levin that Carlton Cz .-idge had sold more than the 
mini, and the closing si: ..1d be scheduled. 
A I think that is more accurate, that Carlton 


Cambridge had sole more than three million shares ang that 


the. closing should be schedulec. 


deposition of February 13, i974, at the Securities & Exchang3! 


" 

Q Do you recall if Mr. Rega called you with that | 

same information? | 

i | 

A I can't recall specifically. He may have called | 

me. I did speak to Rega. My. sense at this moment is that 

Mr. Levin gave me the infornation. | 
Q Mr. Coven, I would like to refer you to your | P 

i 

| 


Commission. I would like to show you page 121, line 18, ard 


eth PM arpyiazad 4 


see if that refreshes your recollection at all. Does that 
refresh your recollection as to whether you received that 


from Mr. Rega? 


nha ph types Pe SE ae 


MR. DERFNER: Your Honor, I don't think the | 


section Mr. Davis referred to is consistent with the baa, 
THE COURT: Overruled. 

A I spoke to Rega on occasion, but my recollection, 
as I set here right now, is that in substance it awas Mr. 


Levin. I did answer the question as you have got it here, 2u 


as I sit here right now, my present feeling is that it was 


: 


0492 
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Levin. I can't say as a positive statement, however. 


Q So that it was your answer on February 13th and 


to the best of your recollection at that time it was Mr. Rega 


who called you when you were to prepare for a closing of May 
30th? 

MR. DERFNER: Objection, your Honor. Mr. Davis 
is not reading the entire testimony; the answer states, “To 
the best of my recollection it was Rega, possibly Rega, and 
I was to prepare for a closing on May 30th." 

MR. DAVIS: I was served, your Honor, yesterday 
with a notice of change of deposition, number twenty-seven, 
which says on page 121, it says, delete Rega to make the 
answer comprehensive, that is, "possibly Rega." 

MR. DERFNER: I withdraw the objection, your 
Honor. 

A These conversations were in a state of flux. 


Levin called, my office called, and we were notified to 


prepare for a May 30th closing. 


Q Did you also testify yesterday you later received 


a call from Mr. Levin and he told you Carlton Cambridce was 


having trouble to collect the proceeds from 4ts customers 


and the closing had to be put off? © : 
A Yes, I believe so. 
Q Was there any reason why the closing had to be 


ees ee ee 


| 
: 
| 
| 
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2 | put off, to the best of your recollection? 

3 | A I believe I or my office called the escrow agent 

4 at that time to determine it, but the basic reason as I 

5 understand it, was lack of collection or delay in collection. 
6 Q Would a lack of collection also mean that shares 


A It would mean many things. It could mean 2 
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: 7 were being canceled? 


y cancellation, yes, but collection merely means slowness in 
10 obtaining funds. I can't interpret what people mean by that 
ll except my own interpretation is money was slow in coming in. 
Ie Q Mr. Coven, I would like to refer you to your 
13 deposition of February 13, '74, page 123, lines 6 through 10, 
i and ask you to read this and see if it refreshes your 
15 recollection as to whether or not cancellutions was the 
16 || reason or one of the rezsons for a delay in the ~losing. 

17 THE COURT: Page 126? 
18 MR. DAVIS: 123, your Honor, line 6 through 10. 
19 A 126 -- 
2 | Q 123, lines 6 nisinieis 10. 
21 | THE COURT: You are asking me whether it refreshes! 
2 | his recollection? 
% MR. DAVIS: Yes, your Honor, as to whether cr not 
te | tremendous cancellations as used there, pee oe a reason 
25 


for the postponement of the closing. 
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THE COURT: As against? 
MR. DAVIS: As against difficulties in collectiag 
payments from customers. | 
THE WITNESS: Well -- 
MR. DAVIS: Your Honor, this is simply a further 
flushing out what the particular reasons for the put off 
were, and not that the two are inconsistent. 


A Well, my answer here states that Levin -- basicall 


\ 
that Levin got a call from Carlton Cambridge, cancellation | 


or problems with indications, and I'm not certain as to one 
or the other, but my "nderstand of this situation was that 
they had difficulty in obtaining collections. It may have 
bee:. due to cancellations. I'm not privy to Carlton 
Cambridge's books. | 
Q Could you tell us then why you used the words, 
“tremendous cancellations" on February 13th. That would 
appear to something more than simply cancellation. 
MR. DERFN}.«: Objection to the latter part of the 
question, your Honor. 
MR. DAVIS: Withdrawn. 
Q Haven't you discussed the procedures at the due 
dilligence meetings on April 27, 19722? Wasn't that the 
topic? | 


‘ 


A What was? 
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Q Procecures for selling the issue, vas that a topi 
of discussion at the due dilligence meeting of April 27, 
1972? 

A To an extent, yes. 

Q Didn't you write a letter to the Securities & 
Exchange Commission tocether with Mr. Levin, outlining th 
context of the meeting? 

A Yes. 

Q Were Carlton Cambridge, and Stevens, Jackson & 


Segaos advised of the contents of the letter in the procedur 


of selling the deal? 


A Yes, they were present. 

Q Did a copy of the letter get sent to them, do you 
recall? 

A I don't know. It was Levin's letter and I signed 


it as having read it and -- Mr. Levin wrote a letter and on- 
the left-hand side I believe I signed it as having read it a 
that I agreed with the facts. It was a joint letter, so to 
speak. 

Q As I recall your testimony yesterday, Mr. Coven, 
you stated that from June 12th, which was the date of the 
first closing, to June 29, 1972, you didn't have any contact 


with Carlton Cambridge about the Dennison offering, is that 


true? 
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A I contacted Carlton Cambridge Wut not: specifically 
about the Dennison offering. 
Q Was the Dennison offering discussed in the context? — 
A No, not that I know of. 
Q You have also testified that at no time from 


apparently the beginning of the offering until June 29th, whe 


you first learned thac Carlton Cambridge was trading the 


stock, at no time during that period of time was there any 
discussion whether the maximum portion of the offering would 
be done, is that so? 

A That is correct. 

Q lt appears from April 26th, the effective date, 
to May 30th, you were in relatively continuous communication 
with Carlton Cambridge and Mr. Levin about how many shares 
were going to be sold and when a closing is scheduled. Can 
you explain to us why you weren't in such communication 
to them from June 12th to June 29th, as to when the maximum 


would be scheduled? 


A There were other problems that came up in 


connection with these underwriters. 


Q In other words, you weren't focusing whether or 


not the maximum portion of the issue was going to be sold at 


that time? 


A I left this to Mr. Levin, basically, as far as 
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inquiries were concerned, but other problems arose. 

Q At the June 12th closing, it is your testimony 
nobody had any discussion as to when the maximum portion of 
the offering was going to be done. That wasn't brought up? 


A No, it was not. I would point out to you, sir, 


SN ee 


T had a substantial economic interest in seeing that the 
balance of this issue was done. My retainer agreement pro- 
vided for payment of $5,000 additional, if the company 
received $100,000 above the minimum. - 

Q And it is your testimony also that -- withdrawn. 

I believe at the beginning of your testimony 
yesterday, and I believe it is a quote, "No underwriter worth 
his salt could do a nein offering," a Rega offering being 
$500,000 or less. And Carlton Cambridge was a very strong 
house, it was put on a hedge against failure and could sell 


the deal from its right pocket. 


A Given appropriate conditions, absent catastrophies, 
Q Were these conditions lacking at the time of the 
offering? 


MR. DERFNER: Objection. Which conditions? 
Q Can you tell us which conditions you mean? 
A Absent a tremendous break in the market, or 
harassment by the Securities & Exchange Commission. 


Q Do you recall at that time any significant downtumn 
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ziffer that they had to be making the market on a when, if 
and as basis. 
A That is right. 
Q And you didn't call Wien about their being -- 
A No, it was not my responsibility, not an area of 
the issuance, attorney's responsibility. 
Q Did you call Carlton Cambridge why Wien was in 
the sheets, if they had any knowledge of it? 
A No. 
MR. DAVIS: I have no further questions. 
MR. JAFFE: Your Honor, if I may, I would like tc 
defer my questioning to the Commission's questioning. I 


know from reading the deposition they may have broad area 


and bring up area that may be important to my Client. Other- 


wise, I may find myself in a position where things that have 
gone into, which would affect my client and I have no chance 
to ask the question. 

THE COURT: You go ahead with your cross and afte 
the Commission has examined, if you find there is additional 
cross you require, we will take that up then, 

MR. JAFFE: Thank you, your Honor. 
CROSS EXAMINATION 


BY MR. JAFFE: 


Q Mr. Coven, you prepared the underwriting agreemen 
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which is part of Exhibit P-l; is that correct? 
A I prepared it together with the attorney for the 


underwriters. However, it is more or less a standard form. 

Q Who obtained the Signature of Mr. Bowes on the 
underwriting agreement, if you recall? 

A I did. 

Q And when you did that, did you go over the under- 
writing agreement, its various clauses, with Mr. Bowes? 


A I didn't specifically go over every part, no. Mr. 


Bowes got a copy of it. 


Q Who obtained the signature of Mr. Rega for Carlton 

Cambridge? | 
A I don't know at this time. | 
Q Do you know who obtained the Signature for 


Stevens, Jackson? 

A No, but in the course of events my office would 
send that out or work out some arrangement. It is a detail 
that I ordinarily wand not take care of. I possibly did 
obtain Bowes' signature personally, but otherwise it is a 
detail which I personally would not handle. 

Q Do you recall if all the parties who signed the 
agreement had knowledge of all the provisions of the under- 
writing agreement? : 3? 


MR. DERFNER; Objection, your Honor. -«=§. 
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THE COURT: Sustained in his present form. 
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Q DS you recall discussing the provisions of theo 
underwriting agreement with Mr. Rega? 

A I never discussed it. 

Q Did you discuss the terms of the uncerwritine 
agreement with Mr. Levin? 

A Of course, but you will recall Sic a distributis:} 
is made of every printed piece to all persons-- 

Q I didn't ask that question. I asked do you 


recall discussing the provisions of the underwriting 
agreements with Mr. Levin? 

A Of course. 

Q Do you recall discussing the provicions af 
the underwriting agreement with Mr. Bowcs? Do you recall 
Submitting a copy of the Cadneucitine agreement to Republic 
National Bank? 

A I believe they got a copy of the underwriting 
agreement in our office. 

Q Could you recall transmitting a copy of the 
underwriting agreement to the Securities and Exchange 
Commission? 

A The underwriting agreement is filed as, I helieve 
it is Exhibit lA, and the book of exhibits filed with the 
Securities and Exchange Commission. That is the proposed 


form cf underwriting agreement. 
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MR. JAFFE: At this time, your HEOnocr I would like 
to as the Commission if they have a copy of the comments 
letter. 
MR. BEIRNF: Your HOnor, we don't have it with 
us. If it is important we will have it retrieved. It is 
in our office. 
MR. JAFFE: I believe one counsel has a copy. 
MR. DERFNER: There were several comment letters 
received, your Honor, one f’r each anendment but we do have 
comment letter for amendment two, which is Defendant Coven's 
Emhibit 22 in evidence, your Honor anc I am handing that now 
to Mr. Jaffe. 

Q Mr. Coven, I hand you what has been marked 
Exhibit 22, a comment letter from the Securities and Exchange 
Commission. Did you receive that letter? 

A Yes. 

Q Did you receive it in the course of preparing 
the underwriting agreement, that is, the registration state- 
ment which included the underwriting material? 

A I didn't get that. 

Q Do you recall receiving it in the course of 
preparation to the Securities and aaiionien Commission of the 
registration statement? 


A Yes. 
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Q Is there a caption on that letter concerning | 
exhibits? | 
i 


A Yes. 
@) Is there a comment under the caption exhibits? 
A Yes. 
Q Can you paraphrase for the record the comment 
mace? 
A All they are asking for is a new opinion of counsdl 


basically to the effect that shares we issued will be validly 
issued, etc. It has nothing to do with the underwriting 
agreement. 

0 Do you ever recall receiving a comnent Jetter 
from the Securities and Exchange Commission in the matter 
of Dennison Personnel which dealt with the underwriting 


agreement? 


which was commented upon by the Securities and Exchange 
Commission, was the option firm deal section which read 
basically that the underwriter received the right to purchase 
all the shares ordered herein and that such shares may not 
be recovered without appropriate amendment. That was, 1 
believe, in amendment number two. 

That gave the underwriters the right to purchase 


| 

| 

| 

A The only portion of the underwriting agreement | 
| 

i 

t 

| 

| 
stock for their own account should the issue falter. That | 
' 
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matter of fact, the discussion was to the effect that Carl- 


ton Cambridge had done more than the minimum. 


Q Did you ask him how much more than the minimum? 
A No. 
Q Did you ask him if they were selling any more 


shares at that time? 

A No. 

Q There is nothing, in your opinion, proper about 
selling shares after you have set up a cJosing for the first 
closing or the minimum closing, is there? 

MR. BEIRNE: Objection. 
THE COURT: Sustained. 

0 As attorney for the issuer would you have found 
it objectionable if they continued to sell shares from the 
time they notified you that they had enough shares for the 
minimum until the closing? 

A It's not improper, no. 

Q And you had an incentive, didn't you, to see that 
they sold more than the ieheheiain® As a matter of fact, only 
$100,000 more you would have gotten another $5,000, is that 
correct? 

A I didn't have an incentive to see that they sold 
anything. I merely noted the fact that I have an economic - 


interest ta s-e that the issue remains open and that if 
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possible, every Opportunity is given for the sale of the 
maximum amount of this issue. 

MR. JAFFE: Would you read the answer? 

THE COURT: Read it back. 

(Record was read back by the reporter.) 

Q What steps dia you take to see that the issue 
remained open, Mr. Coven? 

A I don't take any steps to see that it remains 
open. The issue remains open except if the underwriters jump 
in and start trading stock or do anything which signals an 
end of the issue. 

Q So at no time during discussions with Mr. Levin, 
where he indicated that there were cancellations or difficul- 
ties collecting the funds of the stocks sold did you say 
are they selling more shares? -You don't recall any conver- 
sation like that? 

MR. DERFNER: Asked and answered, your Honor. 
THE COURT: Sustained. 

Q ° During this period of time did you ever speak 
to Mr. Rega? 

MR. DERFNER: Your Honor, which period of time? 

Q The period of time between approximately May 30th 
and June 12, 1972. 


A Yes, I spoke to Mr. Rega. 
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THE COURT: It is nct disputed that Stevens, 
Jackson had indicated earlier on its intention to form a 
selling group, is it? 

MR. HEGHMANN: Your Honor, our contention is 
Stevens, Jackson never had any intention of participating in 
the issue. Mr. Caplin had a salesman who knew people at 
Carlton Cambridge. Mr. Caplin had the same dentist as Mr. 


Seggos and asked if he could sell some of the shares, and 


thereafter Mr. Seggos put Mr. Caplin in touch with Mr. Ziffer 
and fortuitously Caplin sold shares. Our obligation as to 
Stevens, Jackson is they were in name only a participant. 

MR. JAFFE: Your Honor, with respect to that, 
we do have Exhibit D-21. No one at the Commission at that 
time said that is not a proper bi-weekly report. 

MR. DERFNER: Mr. Heghmann conveniently forgets 
the testimony of Messrs. Lian and Ziffer, who were employed 
by Stevens, Jackson & Seggos, both of whom testified in Apri 
of '72 Mr. Seggos told them, that Stevens, Jackson was going 
to participate in this issue and they would prepare for that. 

THE COURT: We do not really need to go any 
further on that at this time. Go ahead, Mr. Jaffe. 

BY MR. JAFFE: 
Q You indicated at the gathering or closing of June 


12, 1972, in answer to the question, was there a number of 
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shares sold, that the bank asked you to write a letter and 
that letter . believe, is Exhibit P-2l. 

A At the closing it was ascertained the number of 
shares then sold. 

Q Did that number of shares ever change? In other 
words, after you made the ascertainment on or about June 


13th which you indicated was corrected by 1,500, by the 


actual counting of the certificates; do—you-—know—cf—any—othe 


shares that were sold by either Carlton Cambridge, Stevens, 


Jackson & Seggos, Gotham Securities or any other member of 


the selling group? 

A No. 

Q You didn't issue any opinion let’er with respect 
to any additional shares, did you? 

A There were no further closings. 

Q You indicated before, one of the purposes of the 
opinion letter was that a transfer agent would rely upon it. 

A That. is right. 

Q Did the transfer agent ever ask you for another 
opinion letter subsequent to that time? 

A I believe we did give the transfer agent an 
opinion letter to complete its file. I'm not certain. But 


the transactions in this closing occurred in a rather unusta 


way. 
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Q I don't mean that. Did you give them an opinion 
letter other than the Opinion letter marked +s Exhibit P-8, 
May 30, 1972? 

A He may have gotten another Opinion letter. I'm 
not certain now. 

Q _With respect to what shares? 

A With respect to issued shares. Wait a moment. 
Tat was Mr. Bowes who took it on himself to write that 
letter. That is the June 21st letter. 

Q Is that Exhibit P-10? Is it the letter dated June 
2lst to the American Stock Transfer Company, authorizing 
3,073,500 shares common stock, for full consideration as per 
the prospectus? 

A Right. I didn't issue that. 

Q Do you recall that was done in accordance with 
the request of the American Stock Transfer Company? 

A No, I don't recall anything of the sort. I never 
Saw this letter until the action was commenced, 

Q At the gathering or Closing of June 12, '72, was 


there any conversation with respect to continuing to sell 


the issue? 


A No. 
Q None at 11? 
A Not one way or the other except what I said to 
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gathering? 
A Yes. 
Q And as a result of that, request was made of Mr. 


Rega to sign a statement which has been marked P-18? 
A That is correct. 
Q ~ am showing you P-18. Does that refresh your 


memory as to how that letter was drafted and on what basis 


Mr. Rega signed it? 

A This letter was drafted at the bank. I believe 
it is the bank's language, on the bank's typewriter. 
Basically this letter was to avoid a merry-go-round of 
exchanging checks of the same amounts and commission. 

Q Was that reviewed by the bank and yourself? 


A Bank counsel was there, Mr. Delisle was there, 


Mr. Hirsch was there. 


Q Did Mr. Rega sign it after conferring with counsel 
A I have no recollection of that. 

Q Was Mr. Levin there? 

A Mr. Levin was there. 

Q You were there? 
-A I was there. 

Q Bank counsel was there? 

A Correct. 

Q And was the language of tiis letter drafted by Mr. 
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Government' 


CROSS EXAMINATION 


BY MR. BEIRNE: 


Q 


initial meeting with Mr. Bowes, I believe on direct you 
stated that meeting took place in 1971. You then refreshed 
your recollection by looking at the retainer agreement which 
is Plaintiff's 3 in evidence, and you indicated that the 


meeting had taken place at about the time of that retainer 


agreement; 


A 


after. -t is in that area. 


Q 


after you had been recommended to him by Mr. Caplin anda 
subsequent to that meeting, the retainer agreement was 


signed; is that correct? 


A 
that time. 


Q 


his retaining you as counsel discussed at all? 


A 


THE COURT: That is within a ten-day pe.s.s~ 


s document being filed with the Court. 


2988 


MR. BROWN: Yes, your Honor. 


THE COURT: All right, Mr. Beirne. 


Mr. Coven, directing your attention to your 


is that correct? 


I think that the retainer agreement was signed 


So that there was an initial meeting with Mr. Bowe 


I believe that is the way it was. At or about 
Again, at the first meeting, was the subject or 


Yes, it was discussed. 
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Q What did you say to Mr. Bowes and what dia ue su, 
to you on that subject? 559a ? 
rN Originally, as part of the discussion, I think 
Bowes wanted to retain Greco on this issue, to assist Greco 
in placing this issue with an underwriter. I don't recall 
that entire conversation, but I do recall stating to him if | 
he wishes us in this matter he would have to retain us 4s | 


attorneys; our positions as lawyers. 


Q Rather than having Mr. Greco as attorney and you 
assisting? 
A That.is correct. Bowes had the initial -- now it | 


is coming back to me, I spoke to him more than once -= he 
had the first impress:on he wanted me to assist him in 
placing the issue. 

Q And you took the position if you were to work on 
the offering it would be as attorney; is that correct? 

A That is correct. I'm not a finder. I don't recall 


saying that in those words. 
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Q What was Mr. Bowes -. | 
A My understanding of Caplin's recommendation of Mr. 
Bowes to me was as general firm work, legal work for the 
t 
company, to take over the issue. | 
Q Rather than as a finder? 
A Rather than a finder. 
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Q What was Mr. Bowes' reaction when you said that 
you would be attorney, if you were to participate in the offer? 

A I can't recall. 

Q Did he accede to that? 

A He did retain me as attorney. 

Q What I am trying to get at is, did he agree to 
retain you at this first meeting? 

A I can't put it in that context. This was not an 
important event that I recall. All I know is, I had an ' 
initial conference with this particular client, we discussed 
the retainer, $25,000, and in the usual fashion I would have 
given him a copy, we have an office form for that retainer, 
and -- I don't know precisely how it happened, but he did 
retain us. 

Q Is it your testimony that you gave him the form 
retainer agreement at this first meeting and he took it with 
him? 

A No. I don't know whether it is the first or 
second meeting. I can't testify with respect to the first 
meeting and second meeting in that particular area. All lI 
can tell you is that I had a conference with a client who was 
recommended, and this wind up shortly thereafter with a 
retainer. 


| 
Q But do you recall discussing the fee which you | 
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went the other way. 
~ “You didn't remember exactly now you learned thet 
they were withdrawing though; isn't that correct? 
A Would you repeat that question. 
THE COURT: Read it back. 
(Question read. ) 
A I didn't testify that way, sir. 
& Let's start agein. Lehmen brothers withdraw; is 
that correct? 


MR. DERFNER: For clarification, it is not Lehman 


brothers. 
MR. BEIRNE: Lehman Bartels. 
A I was advised by Lehman Bartels. 
@ You were advised by the firm thet it was with- 
drawing? | 
A Lehmen Bartels were constant visitors to my office 


among other things, social friends. 

Q The principals of the firm? 

A Right. Bartels had been to my home and we were 
social friends. 

o Do you remember which one of them advised you 
that the firm was withdrawing? 

A No. 

Q Did anyone from Lehman Bertels actually sign 
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either a letter of intent or an underwriting agreement con- 
cerning Dennison? 

A A letter of intent, I believe, was signed and a 
letter of -- an underwriting agreement was never signed becaus 
an underwriting agreement is never signed until the issue 
becomes effective and, therefore, since the issue never became 
effective, there was no requirement that Lehmen Bartels sign 
the underwriting. There was, however, a proposed under- 
Writing agreement submitted to the Commission with the filing. 

+} Let's disregard underwriting egreements. Let's 
consentrate on letters of intent. You ere seying there was a 
letter of intent thet was. actuelly signed by someone from 
Lehman Bertels? 

y.) This is to the best of my recollection. 

Q As opposed to Plaintiff's 4 in evidence which 
apperently bears your signature? 

A That is correct. 

Q Do you know what happened to that letter of intent 
the one signed by someone from Lehman Bartels? 

A I think thet Mr. Bowes should have vue. I can't 
explain thet. The only possible other explanation is that 
Bowes possibly signed this first, but I don't see it that way.| 
I can't explain except my signature appears there apparently 
by error, which cen occur, signing e batch of pepers, 
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ssa 
erroneously picking up a paper. 

2 So you don't have a letter of intent executed by 
someone from Lehman Bartels; is thet correct? 

MR. DERFNER: Objection, your Honor. There is no 

such testimony. 

4 I don't know whether I do or not. I don't believe 
Ido. It is really not significant. It only binds the 
company. It does not bind the underwriter. Letter of intent 
does not bind the underwriter. It is a one-way contract. 

Q After Lehman Bertels withdrew, Stevens, Jackson 
& Seggos came into the picture; is that correct? 

A Yes. 

q& Now, I believe you testified on direct that at 


approximately this time, the issue was restructured to provide 


for a minimum, maximum provision; is thet correct? 


4 Yes. 
Q Whose idea was that, the mini-max? 
A I think it arose out of the necessity of the 


finencial condition of the company. In other words, a minimum 
represented in a securities exchange way, the required amount 
of money necessary to meke this company a public, viable 
vehicle. 

Q Is it generally easier to sell an issue that has 
@ minimum or sll or nothing feature than it is to sell best 
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best effort, an insufficient amount of shares were sold on a 
straight best effort deal, the :company would have frouble...'I 
didn't think ‘the ‘SEC ‘would’ pass :it. anyhow. 

Q At the same time, the price I believe was reduced 
from, wes it five dollars to ten cents; is thet correct? 

A No. The original understanding, which didn't go 
to the SEC, was a continuation of the five dollar price. That 
is on the March 3rd draft with Seggos' name on it as managing 
underwriter. I don't know what exhibit number that is. 

Q Did there come a time when the price was changed 
from five dollars to ten cents? 

A Yes. 

Q I think you said on direct that was Mr. Seggos' 


idea; is that correct? 


A That is correct. 

Q Did you discuss that with Mr. Bowes? 

A Yes. 

Q What was his reaction? Did he have any strong 


feelings as to that? 


A At first he resisted the idea. 
Q On what basis? 
A He didn't feel his company was a penny or a ten- 


cent compeny. 


Q What did you respond to him? 
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THE COURT: Here I think you will have to make him 
your own witness. 

MR. BEIRNE: I would like to make him my own 
witness for a series of questions. 

MR. DERFNER: I object on the ground plaintiffs 
have rested their case, they put their case in without callin 
Mr. Coven, they elected not to cell him. At this point to 
make Mr. Coven their own witness, I submit, is reopening 
their case and thet is improper. 

THE COURT: Did I understand you to sey to put 
the question he will have to make him his own witness ? 

MR. DERFNER:- Correct, your Honor. That was not 
meant to waive my objection that I just interposed. I felt 
at thet time there was no reason to get into it prematurely. 

MR. JAFFE: Your Honor, meybe I hed better pass 
on -- 

THE COURT: Just a moment. All right, objection 
sustained. 

BY.MR. JAFFE: 

Q Getting back to Mr. Seggos, Dennison Personnel 
was not the first underwriting thet you had brought tc Mr. 
Seggos' attention; isn't that correct? ea 

A As of whet time? 

Q As of March 1972. 
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The only issue that ever became effective, prior 


to Dennison or after Dennison, wes Balance Computer, @ regu- 


lation 4 offering, in California, basically. 


Q 


You were counsel for the issuer on Balance Compu- 


ter; is thet correct? 


A 


Q 


A 


Q 


No, I was not. 
Were you counsel for the underwriter ? 
Yes. 


And the underwriter on that one was Stevens, 


Jackson & Seggos; is that correct? 


A 


I believe Stevens, Jeckson & Seggos and I believe, 


I'm not quite sure, Fund Securities. 


Q 


A 


9) 


Counsel for the company was who? 
Mr. Levin. 


Balance Computer beceme effective. How many 


shares were sold by Stevens, Jackson & Seggos ? 


MR. DERFNER: Objection,your Honor. Beyond the 


scope of direct. We are now getting into the issue of Belance 


Computer. 


We conceded Mr. Seggos was an underwriter on 


Baiance Computer end Mr. Coven wes the sttorney for Mr. ceggcs 


in that regard. What relevance the terms of Balance Comouter | 


hss to this trial, I submit there is no relevance and, further: 


more, it is beyond the scope of direct at this point.” 


MR. BEIRNE: Again, your Honor, what I em inaquirin 
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intc is the reasonableness of Mir. Ccoven's conclusion which he 
testified to on direct that Seggos had the capability for 
deing the Dennison offerning end I'm going into the other 
offerings merely to show tne kind of treck record involved 
here. 

MR. DERFNE : Your Honor, I believe Mr. Coven's 
direct testimony was rather extensive as to the basis for 
his conclusion thet Mr. Seggos could syndicate the issue. I 


would have no objection to Mr. Beirne examining Mr. Coven 


on his direct testimony and those facts on which he based his 
y 


conclusion. 
THE COURT: Overruled. 
Q Do you recall the auesticon? 
A No. 
THE CCURT: Read it. 
(Question read.) 
A In Balence Computer not a single share was sold 


by anybody anywhere, because this particuler issue developed 
serious problems which mede it impossible for anyone to 


consider further selling the issue. 


Q How did Mr. Levin become counsel Zor that issue? 
A I recommended Mr. Levin to be counsel for the 
company. tie - a 


"MR, DERFPNER: I object to the question es beyonce 
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girect and esk the answer be stricken. 5682 

MR. BEIRNE: Your Honor, what I'm getting into is 
the testimony that Mr. Levin's becoming counsel for the under- 
writer in Dennison stemmed -- Mr. Coven said it stems from 
his friendship or his having met Mr. Seggos, and also because 
he was willing to take a contingency fee. I am suggesting 
that this -- 

THE COURT: Those questions were put by you, 
were they not? 

MR. BEIRNE: That is true, I em cnce removed 
from the direct, but I esked about Mr. Levin originally based 
on the direct testimony with respect to tne various amendments 
and Mr. Coven gave an aswer to thet questicn. What I am doin 
now is, I am frankiy exemining into his testimony or cress, 
but I think it is justified by the references on direct to 
the various emendments in the Dennison offering inoluding 
those which had Mr. Levin es counsel. 

MR. DERFNER: Your Honor, Mr. Beirne did leave 
out in Mx. Coven's testimony that one of the reasons Mr. Levi 
became cvunsel was that Mr. Coven recommended him on Dennison. 
Mr. Deirne didn't include thet. And, it is conceded. 

THE COURT: Sustained. 


Q There were underwritings which you brought to Mr. 


Seggos' attentiv - which didn't decome effective; is that 
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correct? ds 
06938 
MR. JAFFE: Objection. 


THE COURT: Overruled. 
A Were there underwritings which didn't become 
effective, is that the question? 
Q Yes. 
A Yes. That is not a correct say to put it. 
Seggos went off the underwriters. That is a better way of 
putting it. 
Q In any event, Stevens, Jackson & Seggos didn't 
sell any shares in the underwriting. 
A The issues never became effective. 
Q Balance Computer became effective in January of 
1972; did it not? 
A If you will let er at it, I'll tell you. 
Q I em showing you what has previously been marked 
as Plaintiff's 109 for identificetion. 
THE WITNESS: Was an objection sustained to this 
line, your Honor? I don't recall. 
THE COURT: No. 
MR. DERFNER: Is his Honor going to permit aques- 
tions with regard to Belance Computer? 
THE COURT: Some questions. eg Se 
A This became effective Janusery 23, 1972. 
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Q How about Eclipse Systems. Was this one of the 
underwritings Mr. Seggos appeared on but which didn't become 
effective? 

MR. DERFNER: Objection, your Honor, beyond the 
scope of direct. 

THE COURT: Overruled. 

A Thet issue was recommended but I didn't know if 
there was a red herring issue on thet one. I don't recall. 
It didn't become effective. Are we still on this Balance 
computer here? 

THE COURT: Mr. Beirne, the witness is inquiring 
as to the issue we are on now. 

MR. BEIRNE: Eclipse, your Honor. 

THE COURT: The question is, did it beccme 
effective? 

MR. BEIRNE: The question was, your Honor, whethe 
this was one of these underwritings which was recommended to 
Mr. Seggos but which never became effective. 

A It did become ettectice; but not in the hends of 
Mr. Seggos. Eclipse did become effective. 

Q Showing you what hes been merkec previcusly es } 
Plaintiff's 110 for identification. | 

a This issue -- 


MR. DERFNER: Is there @ question thet has bdeeu 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


—————— 
—_____. 


———————_——_————— 


sa 2 


hp rm Coven-cross 9718 3566 
posed? 
THE WITNESS: Did it become effective is the 
question, I think. 
C I was going to ask you, first of all, do you know 
when a red herring on Eclipse Systems was filed? 
MR. DERFNER: Objection, your Honor. ‘I submit 
at this point Mr. Coven is being made a witness of the plain- 
tiff. 
THE COURT: Susteined. 
Q On that offering, you were ccunsel for the issuer, 
were you not, Mr. Coven? 
MR. DERFNER: . Which offering? 
MR. BEIRNE: Eclipse Systems. 
“MR. DERFNER: Same objection, your Honor. 


THE COURT: Let's see where that gues. I will 


alicw it. 
A y Yes. 
Q Mr. Levin was counsel for the underwriter? 
A Not when the issue beceme effective. 
Q But at one time he was counsel for the underwriten? 
A At one time. Mr. Levin was counsel for a short 


period of time end then was substituted by somebody else. 
Q Eclipse was a ten-cent issue, was it not? 


MR. DERFNER: Obje~“ion, your Honor. 
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THE COURT: I will allow it. 


A Eclipse was a five dollar issue. 
Q Was it at any time chenged to a ten-cent issue? 
THE COURT: I will'aliow it. 
¢ that I can recall. 


DERFNER: Your Honor, with regerd -- 
sug WITNESS: You have in your file -- 
THE COURT: Just a moment. 


MR. DERFNER: With regard to any questions about 


MR. DERFNER: Objection, your Honor. 
A 
| 


M sal appSsaring on other issues that Mr. Coven is also 

on, I submit I can see that is an allegation in the compleint, 
but I submit no proof was offered pe that subject on 
plaintiff's direct case. 

THE COURT: What is your epplication? 

MR. DERFNER: Thet any questions in that regard 
not be permitted and they be strirc’:en if they were esked and. | 
answered previously. 

THE COURT: The lest reference to Mr. Levin is 
stricken. 

MR. DERFNER: Thenk you, your Honor. 

Q Mr. Seggos was put on the cover for the Dennison 
Personnel offering in March of '723; is that correct? 


A He was not pu. on the cover. Mr. Seggos went on 
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2 was aware of any. 

3 THE COURT: Let's take a question at a time. 
4 Go ahead. 

5. A At or about this time, perhaps a little bit 

6 later, I was informed that there was a question concerning 
7 Stevens, Jackson's capital net ratio. 

. Q Did you teke any action based upon that know- 
: ledge? 

» MR. DERFNER: Objection, your Honor. 

u THE COURT: The time period? 

MR. JAFFE: I was just about to ask the time 

= period,your Honor. 
14 


Q This came to your attention, you say, would 


it be fair to say, late in May, 1972? 


A My present recollection is it is closer to 


around the first week in June of 1972. 


THE COURT: I will allow it. 


Did you take any action when you learned 


Yes, I did. 


What was that? 


MR. DERFNER: Objection, your Honor: Same 


objection. 


THE COURT: Overruled. 
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A I took a look at the books of Seggos myself 
and there appeared to be a ratio. I then retained the 
Services of an independent auditor and I sent him at my own 
expense into Stevens, Jackson & Seggos to see what the situ- 
ation was with reference to the books, and I paid this 
accountant myself, $1,000 in that Situation; out of my own 
pocket. That's what I did. That is the Start of what I 
did. 

Q Did you inform Mr. Bowes of the problem and 
what you did? 

MR. DERFNER: Mr. Beirne is making Mr. Coven 
his witness, I believe, your Honor, based on the nature of 
his testimony. 

THE COURT: What is the answer as to when you 
in-srmed Mr. Bowes? 

THE WITNESS: I didn't inform Mr. Bowes. 

Q Again, when you were told that Carlton Cembrid e 
had done more than the minimum, is it fair to say that at 
that point you prepared for a closing? 

A For May 30th, yes. 


Q And you drew up the document that you have 


identified on direct? 


A I had my office draw the document and I guess 


Levin drew his own documents. 
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Q You testified on direct that you--first of all, 
the closing was not held on May 30th, is that correct? 
A That's right. 
Q And I believe you testified that you spoke to 
someone at Republic National Bank? 
MR. DERFNER: Objection as to form, your Honor 
What time or what discussion, Mr. Beirne is referring to. 
THE COURT: Are you referring to the May 30th 
intended closing? 
MR. BELRNE: That is correct, your Honor. It 


~S my recollection in testifying as to why the closing 


wasn't held that Mr. Coven mentioned-- + * ae eee oe. ge 
THE COURT: Overruled. fs ate 
A I didn't notify them the closing was called 


off. I notified them there was a closing on. It might be 
my office notified them the other way. I don't know. 
Q . Did you have any discussion with anybody at 
the bank as to the amount of money in the escrow account? 
A Yes. 
MR. DERFNER: May we fix a time, your Honor? 


THE COURT: Will you do that. 


A Prior to May 30th. Maybe one or two calls be- 
fore that. 
Q Directing your attention to the first time you 
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called Republic National with respect to the escrow account, 
whom did you speak to? 
A I don't recall with whom I spoke. I calle.’ 


the bank and identified myself but I couldn't get the inror 


mation about the escrow account. 


Q Why was that? 
A What's that? 
Q Why was that? 
A 


I was told that the account was not in the name 
of the company or in my name; ic was in the name of the 
underwriters. I never got, as a matter of fact, ~ never 
got a statement from the bank, I guess based on the same 
theory. ps, 

Then I believe I spoke to Dallal or Hersch 
and I got information. The information I got was the 
amount in the escrow account. I couldn't determine from my 
conversat‘on which underwriter put what in the bank. I 
just got the results. 

Q Was there enough money in the escrow account 
to hold the closing? 

MR. DERFNER: May we fix a time, please? 

THE COURT: Yes. 


THE WITNESS: About May 30th. 


Q About May 30th? 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE. NEW YORK, N.Y. CO 7- 1580 


hpv 11 Coven-cross o77a 3585 
A No, about that time it was woefully inadequate 
Q Was it at that point that you called off the 


May 30th closing? 


A I didn't call off the closing. The underwriters 


did, Carlton Conbixidees They adjourned it. that is a bette 
way of putting it, they adjourned it to another tentative 
date, June 5th. 

Q Did you speak to anyone at Cambridge about it? 

A As I testified here today, I was told there 
was problems in collection by Mr. Levin or Rega and I 
beiieve it was Mr. Levin. 

Q Did you ask Mr. Levin or Mr. Rega to explain 


why there was such a small amount of money in **e escrow 


account? © 
A No, 1 didn't. 
Q But you were told in connection-- 
A They had problems with collections and it 


required to set forward the date--it was not an unusual re- 
quest. It was almost standard in any issue. I have never 
seen it go off with clean closing-wise. There are usually 
some adjournments. 

Let me put it this way, Mr. Beirne. I can't 
foilow every deposit and every withdrawal by Carlton Cam- 


bridge. That's not my icb as attorney for the issuer. I 
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would have to station an accountant with a computer at 
Carlton Cambridge to follow every possible sale of Dennisa™m 
stock and where -they put the money, where it's going. That 
is not my obligation nor am I capable of doing that. 

Q So the closing was adjourned to June Sth, is 
that correct? 

— 
A That's right, tentatively. 


Q Did you subsequently have any conversations 


with Republic National Bank as to the amount of money in 


escrow? 

A Yes. It was also insufficient about that 
time. scans 

Q Did you have a conversation on or about June 
5th? ° 

A I called the bank and asked about the escrow 


account. It was not sufficient for closing. The under- 
writers required additional time. 

Q Did you have a conversation with anybody on 
behalf of Carlton Cambridge as to the amount of money in 
tne escrow account? 

A “No. 

Q Did you have any conversation with anyone 


representing Carlton Cambridge as to the necessity of 


adjourning the closing date? 


“ee a 


a, 
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A Necessity? There was no talk of necessity. 


Just that we are not ready, they were collecting. 


Q Whom did you speak to on this occasion? 

A I believe now it was Levin. 

Q It wasn't Mr. Rega? 

A I believe it was Levin. 

Q Did you have any conversations with Mr. Rega 


at or about this time? 
A What time? 
Q June Sth, 
MR. DERFNER: With respect to Dennison, your 
Honor. I would say otherwise it would be irrelevant; 
MR. BEIRNE: I'm probing, your Honor, if 
there were any other conversations for the purpose-- 
THE COURT: All right. 
A Not with respect to Dennison. 


Q Did you have any conversations with him with 


respect to matters other than Dennison? 


A Yes. 

Q But Dennison didn't come up? 

A No. 

Q Again, directing your attention to the date 


of approximately June 5th, sometime prior to this you had 


a telephone conversation with Mr. Lian, did you not? 
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A Prior to-»when? 

Q Prior to June 5th, or approximately early 
June. 

A From early June--I had many conversations with 


Mr. Lian and I did have one in early June, that is correct. 
Q I believe you testified on direct that you 
asked Mr. Lian on whether Stevens, Jackson & Seggos would 
be making a market in Dennison Personnel, is that correct? 
A I don't want to take that out of context, Mr. 
Beirne. That was only one statement in general conversa- 


tion. I didn't call him up specifically for that purpose. 


Q But you cid ask him that, is that correct? 
A Yes, I did. 
Q I believe you testified that you didn't, 


however, say anything about M.S: Wien going into the pink | 
sheets, is that correct? 

A Absolutely’ not. I had no contact with M.S. 
Wien prior to or after or at any time during the Dennison 
Personnel issue up to, including, and after the deregistra- 
tion of this issue, and prior to the filing of pene amend- 
ments. 

Q There did come a time when you found out 


M.S. Wien was in the sheets? 


A Yes, I was informed. 
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Q When did that happen? 
A Th. “Lrst week in June. 
Q Who informed you of that? 
A I got that from Cheba, . well as from Mr. 
Ziffer. 
Q I believe you testified on direct that you 


advised, at least Mr. Kaplan, that it was a when, as and 
if issue, is that correct? 

A I don't believe I testified to that on direct. 
However, I will answer the question. 

Kaplan asked me whether the oe closed on 
May 30th. Evidentally Ziffer told him it was going to be 
closed at May 30th. I told him it hasn't closed...He told 
MS. Wien was in the s‘1eets and I told him I couldn't see 
what they were in the sheets about, it had to be a when, 
as and if issue, it wasn't closed yet and they had no stock 
and that was it. I told Mr. Ziffer basically the same. 

Q At this time you say you didn't know Carlton 
Canbetdes had closed down the issue, is that correct? 

A That is correct. 

Q Did the fact that somebody was making a market 
in the stock raise any questions as to whether the issue 
might be over? 
| MR. DERFNER: Objection, your Honor. I think 
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it is bad as to forn. 
THE COURT: Sustained, 


Q Were you concerned when you saw that M.S. Wien 


was in the sheets, that the issue might be over? 

MR. DERFNER: Objection, your Honor, as to 
form. 

THE COURT: I will allow it. 

A The answer is no, for two reasons. In the 
first place there had been no closing and there was certain 
no certificates in circulation. M.S. Wien was playing on 
a when, as and if basis. Anything they did had no signifi- 
cance whatsoever, at that time, certainly. ~' Bo 8 en 8-7 

Secondly, the issue had a way to go and there 
was a closing to be held. I saw no affect on M.S. Wien. 
It didn't really concern me wh all. 

Q You didn't attempt to call M. S. Wien, did 
you? 

A No. M.S. Wien, I think, had a reputation 
aealing in cheap stock. ‘lhey were a trading house. ‘they 
were not a retail house. Furthermore, I expected the 
underwriters to obey the law. The due diligence-- 

MR. JAFFE: Objection, your Honor. Not re- 
sponsive to tne question. 
THE COURT: Sustained. 
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2 MR. DERFNER: Your Honor, I submit it is 


responsive in the form asked. 


‘the form your rionor allowed 
to be asked was did it concern nim and he is saying now 
wny it didn't concern nim. 
6. , THE COURI: I tnink you're rignc. 


T A ine due diligence letter would prohibit a sale 


of any stock to M.S. Wien siace the requirements by the 
Securities and Exchange Commission is, we had to follow, 


said no shares were to be-sold in any company, by any. 


brvu<er whose business is primarily trading. 
MR. JAFFE: Your Honor, I object to the charac 


terization, with respect to the letter. : It- has been clear 


there were guidelines set down and it is unclear what let~- 
ter is referred to. 


THE COURT: Overruled. 


THE WITNESS: It is a May 30th letter. There 
is a statement in the letter no stock could be sold--I 
think it is-- 


THE COURT: Whose letter? 


THE WITNESS: May I see a copy? It is the 


response to the letter of Mr. Glusband. 


MR. BEIRNE: This is the reply letter. 
THE COURT: Levin's letter dated May 30, 


1972, to SEC, is the letter. 
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MR. BEIRNE: That is correct. 

MR. JAFFE: Your Honor, I object to the charac 
terization of a letter which is in evidence, which speaks 
for itself respectfully.. 

THE WITNESS: It says here there would be no 
sales by broker dealers primarily engaged in trading. 

THE COURT: All right, overruled. Do you 
wish to continve for five more minutes? 

MR. BEIRNE: I would like to continue, your 
Honor. 

THE COURT: All right. 

Q At the time M.S. Wien went into’thé sheets; 
Mr. Coven, is it fair to suv a minimum closing had been 
scheduled and then adjourned, is that correct? 

A I don't know today when they atually went into 
the sheets. 

Q M.S. Wien appears for the first time in the 


pink sheets of June 2nd. 


A Well, there was a delay of course in the 
closing. 
Q But at the time M.S. Wien went into the sheets 


a minimum closing was then scheduled for June Sth, is that 


correct? 


A I can't tie them together but there was an 
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adjourned tentative date of June Sth. Ic hk... not been done 
with any regard to M.S. Wien. 

Q It is nevertheless the fact that was the statu 
at the time? 

A Whatever the coincidence may be, no adjournmen 
was had with M.S. Wien in mind or in any way attached or 
annexed to any activities on the part of M.S. Wien. 

MR. DERFNER: Your Honor, these two facts, 
haven't been established independently of Mr. Coven. Mr. 
Coven testified he has no knowledge, from one to the other. 

THE COURT: His testimony on direct was that 
in June of '72, he talked with Ziffer regarding Gotham ad 
he was asked if it was permissible that Gotham was remittin 
net, and about the same time the witness spoke to Ziffer 
who told him that Wien was in the sheets. 

MR. DERFNER: My point is, your Honor, we are 
not contest ing the existence of these two facts that Mr. 
Beirne is trying to link togetner through this witness, 
who is not the proper or competent witness to link these 
facts together. 

THE COURT: You mean they appeared in the 
sheets on the second-- 

MR. DERFNER: And the closing was adjourned 


from May 30th to June 5th. These are-- 
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THE COURT: I would venture to say plaintiff 


3: would have certain inferences drawn. 
4. Is ..ac so? 
5: MR. BEIRNE: Actually, your Honor, the infer- 
6. ences are secondary to the fact that I was introducing my 
\ v next question, basically. | 
. \ s | THE COURT: All right. 
3 Q Mr. Coven, in your approximate twenty-eight 
= 10° years of experience in the securities field, when would you 
| ll say a when, as and if seéon market generally opens up vis a 
ie vis a final closing? 
3 MR. DERFNER: Objection, your Honor. First, | 
14 Mr. Beirne has put facts in his question that are not in : 
15 evidence regarding the experience of the iength of time Mr. 
16 Coven has been experienced in the securities field and, 
a secondly, I believe he is now qualifying or attempting 
18 to use Mr. Coven as his own expert. 
19 I think that is not permissible especially 
> 20 in the liht of the direct examination of Mr. Coven, when 
“a a I asked him a similar question with regard to the issuance 
: ™ of warrants and when in ‘is experience warrants would be 
> issued ana your Honor vidn't permit me to go into that area. 
? 
7 7 MR. BEIRNE: Your Honor, I would point out 
3 


two things. First of all, Mr. Coven did testify he begin 
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practice in 1946. 

MR. DERFNER: Not in the securities industry, 
your Honor. 

THE COURT: That's easily corrected. Go to 
the next part. 

MR. BEIRNE: The next part is, he testified 
that he concluded that the market which began-- 

THE COURT: Yes, I know what he concluded. 
Mr. Derfner makes the point there was an objection to 
eliciting similar testimony with reference to the witness' 
views regarding warrants. 

MR. BEIRNE: I think the difference may be,'- 
your Honor, again, I'm attempting to examine the'reason-° 
ableness of a conclusion made by Mr. Coven, that is, his 
conclusion that M.S. Wien's market was perfectly all right, 


and was not the cause for any suspicion. 


“MR. JAFrE: Your Honor, in this area, we have 


ad testimony from the SEC witness, Mr. Glusband, regarding 
a similar question by Mr. Beirne, exactly the same circum- 
stances. My point for raising this is, if Mr. Beirne put 
that question to his own witness and an answer was solici- 
ted, perhaps it would not be appropriate that this witness 


answer it, too. 


THE COURT: Just one moment. I will allow it. 
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MR. DERFNER: Yovr Honor, just one-- 

THE COURT: But correct the experience of 
years, if you will. 

MR. DERFNER: On the issue of Mr. Glusband's 
testimony, I do recollect Mr. Glusband testified that he 
noticed M.S. Wien in the sheets and he dismissed it as not 
important because it was on a when issued basis or market. 

For Mr. Beirne to elicit contrary, would 
impeach-- 

THE COURT: I don't know if it is going to be 
contrary. 

MR. DERFNER: I don't either, your Honor, but 
he may be attempting to do that. If-it is“not contrary, 
there would be no relevance. 

THE COURT: How many years of experience? 

THE WITNESS: Over Cwenty or more, 

Q I will rephrase the question. 

Mr. Coven, in_your experience, when does that 
when, as and if issue market generally begin vis a-vis the 
closing of-- 

A The time basis? 
Q Would it be shortly before a closing or right 


after the effective date, for example? 


A Well, it depends upon, first of all, the type 
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and kind of issue involved. It often depends upm the type 
and kind of unde:-riter involved, and generally, I think 
when, as and ‘f issue, when he is giving some signal of 
confidence. 
Q Is it fair to say a when, as and if issue 
market opens up when a closing is imminent? 
| A Not necessarily. He merely signals confidence 
in the underwriter, Carlton Cambridge, largest house in the 
east, something like that. When the market maker is willin 
to take a risk on the larg: =: house in the east. We can't 
tell what's in his mind to make up his sted: 
THE COURT: We will interrupt right here; ° 
Ten o'clock tomorrow morning.’ -'--% <= <=>: tA me 
MR. JAFFE: Your Honor, with respect to timing 
I understood from your clerk you have a trial on Thursday. 
THE COURT: Yes, but if we go over I will 
take a look whether we can continue half-days until we 


finish it, 


MR. JAFFE: Again, Friday is motions day in 


New Jersey. 

THE COURT: I'm afraid that is going to have 
to give way this time to the schedule. The schedule might 
or might not conflict. We will have to wait and see what 


happens to him. 
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A My representatior of Stevens, Jeckson in July '72, 
was in it really a retainer 2s a counsel. It appesred thet 


the Securities & Exchenge Commission merely followed up upon 


me because of my appearance before the Commission on the 14th, 


THe CCURT: In connecticn with -- 


THE WITNESS: In connection with Seggos' appearance 


as to his ratio. 

THE COURT: So you hed represented Segges at thet 
time, that is, Stevens, Jackson? 

THE WITNESS: My purpose of appearing 2t the ‘ 
Commission was basically -- I don't think I can state it as a 
legal position -- but, basically for the purpose of represent- 
ing Dennison Personnel, involving one of the brokers who 
apperentley had fir*ciel difficulties at thet particuler 
time, or was said tc héeve financiel difficulties at that 
particular time. 

THE COURT: In short, were you, during June or 
during July, the attorney for Stevens, Jackson in connection 
with any matter before the SEC? 

A I appeared on June 14th, but I didn't eppeer 
pursuant to a fee arrangement. I didn't take any fee from hin 


THE COURT: Whose lawyer were you, whether you 


were paid or not? 
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a THE WITNESS: At the SEC, my eppearance, on behels 

3 of Stevens, Jackson on the 14th. 

i‘ THE COURT: i h of June. : 

| 5 THE WITNESS: Yes. if 

a) 

6 THE COURT: It hed something tc do with Denniscn? i 

| 7 THE WITNESS: My purpose in appearing there wes 

| 6 basically in support of the issue because one of the brokers 


went out of business, that would be the end of the issue and 


| 10 it would require possibly 2 recision of this issue and the 


ul return of funds to subscribers if Seggos was found to be out 
RB of ratio. ie 
.| i 
” THE COURT: All right. 
“4 i 
BY MR. BEIRNE: i. 
i 
@ Mr. Coven, did you ever tell Mr. Bowes that ycu 4 
hed represented Stevens, Jackson & Seggos? 7 
vm | a 
MR. JAFFE: Your Honor, I make e motion to strike a 
> the lest testimony as being speculative end irre) cvant. 
” THE COURT: ZI will strike so much of it as refers 
2 
to what may have heppened with respect to the broker end with]. 
21 
respect to the Dennison matter. 
2 
MR. DERFNER: Your Honor, I would submit thet the 
23 
testimony is relevant to the state of mind of Mr. Coven at. 
yo 
that time, es to whether he was representing Stevens, Jackson 
3 


or representing Dennison Personnel. 


5922 
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THE COURT: You don't have eny objection to it 


being taken for thet purpose. You ere just objecting to it 


as to the truth cf the escertion, 48s to whether or not indeec 


his state of mind represented the fects. 


JAFFE: Thet is correct, your Honor. 


% COURT: Then I eccept both 


of ycur reauests 
.” All right, go ahead. 


BEIRNE: I believe there is 4 pending question 


I tell Mr. Bowes that I had gone down on the 


Q Specificelly, thet you had represented Stevens, 


Jackson & Seggos, yes. 
MR. DERFNER: Objection, your Honor. Mr. Coven 


has testified in his mind he was representing Dennison 


Personnel. 


THE COURT: I will allow it. 


A I didn't inform Mr. Bowes to that effect. 


Q You had, during the period of April, May and June, 


also represented Carlton Cambridge, in various connections, 


had you not? 


A I don't recall. If you can refresh my recollec- 


I don't 


tion as to any matter I would be gled to answer. 


recall representing Carlton Cambridge in June. 


@ Do you recall being counsel for Carlton Cambridge 
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in connection with the offering of Melbourne Equities ? 


MR. DERFNER: Objection, your Honor. Mr. Beirne 


4 ‘4s trying once again to go into the collateral matters that 
5 were stricken Scshineny. 
6 MR. BEIRNE: Your Honor, I em asking this question 
7 slong the same lines as the Stevens, Jeckscn & Seggos questicn). 
8 I believe I can establish that Mr. Coven was representing 
a Cerlton Cembridge, and I t4ntend to ask him whether he dis- 
10 closed this fact So Mr. Bowes. 
ll THE COURT: Overruled. 
A I don't believe I represented Carlton Cambridge 
in that issue. I believe I represented the issuer. I don't 
M4 know the date of the issue. If you have a copy I would like 
b to ane it. 
6 MR. BEIRNE: Your Honor, I withdraw the question. . 
ad Mr. Coven is correct. He represented the issuer. 
MR. DERFNER: Your Honor, I move to strike the 
entire question end I believe Mr. Beirne embarked on an 
» attempt to prejudice the atmosphere. He had the prospectus 
™ here yesterday and it tells there who Mr. Coven represented. 
= On his representation on an offer of proof that he could 
- establish -- 
THE COURT: The epplication to strike the last 
rs) 


question with reference to this last issuer, and Cerlton 
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4 1OuU #SKec Would @ Nouse like ki. S. Wicn sncak to 
6n underwriter, iiy answerals -- 
. . ae PU FP es 
q@ Mey I finish the questicn. 
rm o "Tite. eo Tice - ll atestn w ' 2 
Pate Bar CURT JUSUL G&G oment Pat. the qucsticn 
‘ 
2 Ail these ssurees thet rev nolcnea, tre con 
. O82 pracncvetus ar. reels trent Lan ies OO a 7 Ly 2 a Soe bs 


from wnich 2 nouse like M.S. Wien ecculd neve gotten the 


esned anc certainly was enswered extensively. Whet we new 
nave is an attempt to somehow co beyond it, te argue reaily 


with tne witness es to his en:ver. If I may, your Honor -- 


oben vw 


THE COURT: He hac not mede-himnis cwn witness. | 
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6 was ¢ffective. 
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MR. JAFFE: OQObdjection, your Honor, no pending 
question. 

THE WITNESS: I want to meke certain my answer ‘3 
understood thet this ;:.:assist in selling the maximum issue es 
this -- that is my analysis of the situation, looking at it 
from an anélyticel point of view as I sit in the witness crh-ir 
right now -- my conversation with Mr. Lian, as I point out, 
Was on general topics and this was one of the things I ask:- 
him, whether they intended to trede and he told me that the - 
depenced on Séggos. 

MR. JAFFE: _ Your Honor, I feel -- 

THE COURT: It is accepted cnly es to state of 
mind. Go ahead. 

BY MR. BEIRNE: 

Q So that in summery, at this time your impressic=-= 
was thet the underwriters would go forward in an attempt tc 
sell the maximum portion of the issue; is that correct? 

A My imoressicn was that eat cone time, that the 
meximum was indeed sold, the meximum would be sold and was 
indeed sold. 

Q Specifically in early June though, wes it your 
impression -- ‘ 

MR. JAFFE: Your Honor, I would like to get the 


answer reread. 
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Coven-cross 
THE COURT: As to that question, 
You did speak to Mr. Rega? 
THE WITNESS: Yes. 


Did you ever mention t ir. Rega 


1¢ pink shects? 


No. 


61:1a 
3633 


the objection is 


the appearance cf 


MR. DERFNER: Your Honor, I assume Mr. Beirne is 


talking about the conversations in early June 1972. 


Q 


June 12th for the time being. 


MR. BEIRNE: Yes. 


We will restrict ourselves to the pericd before 


During this pericd between the 


beginning of June and June 12th, did you ever ask Mr. Rege 


how the selling of the issue was going, Dennison Personnel ” 


A 


Q 


A 


Between what time? 


Beginning of June 12th. 


I didn't spesk to Mr. Rega -- I don't recall 


speaking to Mr. Rega ebout the issue at that time. TI spoke t 


Mr. Levin. 


However, I did speak to Mr. Rega, but not about 


Dennison Personnel. 


Q 


And Dennison Personnel didn't come up in your 


discussions ? 


Q 


MR. DERFNER: Asked and answered, your Honor. 


THE COURT: Systained. 


Now, after June 12th, did you ever esk Mr. Rega 


6128 
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how the selling of the maximum portion of the issue was goins? 


A I didn't speak to Mr. Rege from about June 15th 


on to about the 29th. 


Q So the eiswer is, no? 
4 No. 
n Did you esx Mr. Levin- about how selling cf the 


meximum was progressing, after June 12th? 
A No. 
Q Why was that, Mr. Coven? 
MR. DERFNER: Odjection, your Honor, as to "why." 
THe COURT: I will take it. 
A Is there a question? I believe Mr. Levin was 
busy at that time with some other metters. 


Q So you had asked Mr. Levin on numerous occesions 


before June 12th, about the progress of the offering, but you |. 


didn't ask either Mr. Levin or Mr. Rega about the progress of 
the offering after June 12th; is that correct? 

A I personally didn't. Perhaps my office made c2ll 
and so forth, but I personally didn't. I was busy on another 


issue. 


& But you still maintein it was your impression the; 


would sell the meximum or use their best efforts? 
A That is correct. 


Q You didn't ask him how they were coming along in 
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that effort? 


. 
| 
A I personally didn't: «cept with reference to 
Seggos. : 
Q Except with reference to Seggos ‘ 
A That is right. | 

Q Does that meen you spoke to Rege or Levin with 


reference to Seggos? 


A No, I spoke to Seggos. 

Q Did you speak to Seggce: to ask him how he was comi <" 
along in doing the maximum portic the issue? 

A Seggos told me that he would bend every effort to 


sell more shares. 

Q When was this? 

A After June 12th. That was the very purpose of 
going to the Commission on attempt to save -- 

MR. DAVIS: Objection. No question pending. 

THE COURT: All right, sustained. 

When you say efter June 12th Seggos said he would 
bend every effort to sell more shares, do you meen in terms 
of the remainder, elmost three million issued? 

THE WITNESS: That is right. That is why I spent 
the fund I did to put an accountent in there and did a number 
of other matters, in an attempt to save the Seggos firn. 


Q Why were you looking to Seggos instead of to 
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MR. DeRFNER: I object te the form of the qust:: 
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THs. COUNT? Sucteined. 

Bue there was @ conversation in which you were t 
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With Mr. Bowes are jou telxing about: 
Yes. 


Thet is right. 
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Mr. Rega's uncertified check was about $262,000; is thet 
ecrrect? 

A I believe that is more. I have to see the 
prospectus. 

Q I am showing you Plaintiff's 16 in evidence. 

A With thet check it is $263,496, and I telieve ther 
was another thousand dollars there, I don't know how that gct 
in there. They hed a full amount of $273,496. Can I have 
the prospectus for a moment? 

q The prospectus provides -- is what you are saying 
the prospectus provided for approximately that amount as 


proceeds to the issuer? 


© No, it provides only for $255,000. 


THE COURT: Excuse me, the $263,000 then did not 
include the uncertified check of Mr. Rega? 

THE WITNESS: The 263 includes the uncertified 
check. The 263 -- even with the commissions taken cut, it 
appears there was more money then was required to pey the 
company, your Honor. 

Q Are you saying, Mr. Coven, that the amount of 
$263,000 in the escrow account indicated to you thet three 
million sheres had been sold at ten cents a share? 

MR. JAFFE: Asked and answered, your Honor. 


MR. DERFNER: Objection, your Honor. It was not 
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asked and enswered. Mr. Beirne has asked several questions 
how he determined three million shares were sold and he 
answered that factor, 263,000, was one of the factors but not 
as Mr. Beirne characterized it. 

THE CCURT: Overruled. You are objecting to the be 
cheracterizetion? ve, 

MR. DBRFNER: Yes, your Honor. Mr. Beirne's’™ ; 
question was, are you saying the $263,000 was proof -- : 

MR. BEIRNE: Indicated to you. 

THE COURT: As I understand it, the witness has 
indicated there were several things he relied upon of which 
this was one. 

MR. DERFNER: That is correct. If that is the 
question, I heve no objection. That was not my understanding 
of the question, your Honor. 

THE COURT: The objection is overruled. 

A There was $300,000 in that account. Thet will 


not indicated the requisite number of shares was sold either. 


“} So that it really didn't make much difference he 
much was in the account as far as you were concerned ? 

A I would say that was a definite plus factor. 

Q You would say it was a plus factor, 263,000 rethe 
than 300,000? 

A It is a plus factor that the 263, plus the discount 
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and ellowances which were taken out plus the fact thet even 
with the discount and ellowances of Carlton Cambridge taken 
out, there was more -- there was en excess Sui. in the account 
of above the 255,000, which was due to the company. If any- 
body wes going to do anything with this escrow account - 

Q Hoe did you know that this is, in fect, whet 
happened, that they hed, in fact, collected the proceeds for 
three million shares, and deducted their commissions, rather 
than merely having sold about $263,000 worth of stock? 

MR. DERFNER: Objection, your Honor. It hes been 
asked and answered in another form. 
THE COURT: Overruled. 

A I cennot, and no attorney for the issuer can 
follow the sele of every single share of the stock from the 
internal operations of the brokerage house. We do start out 
with an assumption that people ere obeying the lew. This is 


one of the factors -- 


THE COURT: Mr. Coven, I suppose it is conceded 
that the issuer has certain obligetions in connection with i 
that which is set forth in the prospectus ? 
| THE WITNESS: Yes. 

THE COURT: Now, the question as I understend it 
is, what steps were taken by the issuer or you on behalf of 


the issuer, to determine how many shares were sold. You have 
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answered that elready. 

THE WITNESS: I have answered that by four cr five 
factors. 

THE COURT: The current question now, 4s I unr r- 


ctend it, is how did you know that 263,000-cdé dollers did 


that was sold? 

THE WITNESS: It would be ten cents 4 shere, so 
it would be 2,634,067 looking at it from that point of vi-w. 
THE COURT: How did you know thet that did not 
represent sales of two million odd thousand sheres 
THE WITNESS: Because the original issue transfer 
sheets indicated 3,073,500 shares, stock certificates counted 
by the bank were 3,073,500 shares, and evidentally from what 
I heve learned during this trial, there wes other evidence 


available to the bank, the escrow agent, to wit, that the 
the amount of their discount and allowances. In other words, 


Plus I'm certain the escrow agent would net have released the 
funds without the further checks in addition to those I have 
mentioned here. But I did -- 

THE COURT: When did that count take place by the 


bank? 
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clearing account of Cerlton Cambridge indeed had at ell times | 


they weren't buying stocks with their discount and ellowances. 
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THE WITNESS: About the 19th. 

THE COURT: So as of the 12th of June, you cic 
not know whet the result of the count by the bank would be: 

THE WITNESS: That is correct. Well, we dicn't 
know but we had no -- 


THE COURT: It head not been countec. 


THE WITNESS: It hedn't been counted. Of course, 
there was one letter which issued to the transfer company by 
Mr. Bowes, without consultation wich me, end thet was the | 
June 2lst letter, that the company had received the full 
proceeds and authorized the issuance of the shares. That is 
Mr. Bowes' independent conduct. 

MR. JAFFE: Your Honor -- i 

THE COURT: Just e moment. That company had what: Et 

THE WITNESS: That company had received the full 
proceeds and there was authorization to issue the shares. 
There was the June 2lst letter, if I may see it, please. I 


don't know what exhibit that is. Can I see that exhibit? ti 


MR. JAFFE: Your Honor -- 


THE COURT: Just a moment, please. What exhibit 


is that? 


MR. DERFNER: Thet is Exhibit 10, your Honor. 


THE COURT: Thenk you. 


BY MR. BEIRNE: 


—— 


born Coven-cross 628ea 3657 
ir. Coven, I am showing you Pleintiff's 10 in 


evidence. I believe thet is the letter you have been referring ; 


4 
5 ME, JAFFE: Your Honor, just to clarify the recoreé 
6 at this noins. I den't believe the count of the delivery 


certificstes ceme until June 20th. I believe the underwriters] 


i 
to. 
| 


| 

7 

8 delivered their list to the trensfer agent on or about June 

9 15th. I just felt these dates shouldn't get lost in the 

10 || prospective of this point of the trial. 

i THE COURT: You are saying the totel count? 

2 MR. JAFFE: The counting may have been finished by 

B the 19th, put I think it is important to note in the context 

a of these questions the underwriters had delivered the fuil 

& list of the names and the certificates and the amount of the 

* certificetes prior to that date, somewhere around, I believe, 

¥ June 15th. 

MR. DERFNER: Likewise, it is important to note 
the sheres were not delivered nor was the money delivered from 

° the escrow account until the 2lst of June, your Hcnor. 

- THE WITNESS: Should I continue my answer, your | 

- Honor ? 

* THE COURT: Just one moment.. All right, go eheead. 

“ THE WITNESS: Evidentally, since this is datec 

3 


June 21, '72, at or about the time of the release of fund, 
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apparently Mr. Bowes knew or somebody contacted him, possibly 
the bank, 1 don't know why they would contact him. He wrote 
this letter without consultation and without our knowledge. 
That is the -- without my knowledge and my office's knowledge 
-- that is the letter of June 21st, "You ere hereby suthorized 
to issue 3,973,500 shares of our company's common stock, which 
we have received full consideration per the prospectus." 


THE COURT: All right, Mr. Beirne. 


Q You said you hed no knowledge of thet letter? 

A No, I did not. 

q You did examine the transfer records, did you not 
A Yes, I did. 

Q Did lis reach e conclusion as to whether the 


closing should go frrward or not? 

A My conclusion was that 3,073,500 shares was sold 
on that transfer as subject to the bank's full account and th 
clearance of that Rega check. 

a} Tre bank was counting Dennison Personnel stock 
Which included stock in the street name; is tha* correct? 

A Yes. 

Q And the transfer records include stock in tne 
street name; is thet correct? 


A Yes, which as I say, is not unusual. 
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that. three million shares’ hed been sold, did you communicate | 
this conclusion to anybody? 

A I wrote a letter on June 13th, which was a letter a 
which was taken by the bank conditional, subject to their 
counting end so forth. “? 

Q But you didn't get the transfer record until “ 
subsequent to June 13th, isn't that correct? } 

A That is correct, subject to counting end other bs oil 
affirmaticns. 

Q Did you write any-supplemental letter? 

A No. They called me beck, incidentally, end told 
me there was a typographical error in that letter. In other 
words, the count was 3,073,500. I had 3,753,000, I believe. 

Q Is it fair to say you concluded what you had said 
in the June 13th letter was now justified, so you took no 
further action? 

MR. DERFNER: Objection, your Honor. It is 
4{rrelevant as to what Mr. Coven concluded with regard to the 
letter. 

THE COURT: I will sustain the objection as to 
form. 

Q He wrote you a letter which.is en exhibit in 


evidence, on June 13th. On or about June 15th, you received 


the trensfer records; is that correct? 
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A Right. | 
Q You examined the transfer record end concluded thot 


three million shares had been sold; is that correct? 


A From the transfer sheets it appeared thet way. 
Q Having made this conclusion on or ebcut June ictn, 
going beck to my criginal questicn, did you communiceste sr ty 


conclusion to anybody? 


A No. It was subject to further counting and check- 
out by the benk. The bank's attorneys were well on top of 


this matter. 


2 Did you learn the benk had counted three million 
shares ? 
A I learned that the.issue could close when the 


bank informed me that I could pick up a check for $18,000, 
which was my fee, although not coming out of the escrow 
account. 
Q So that it was the benk that was in control es to 

whether a closing would take place; is that correct? 

MR. DERFNER: Objection, your Honor. Thet is not 
the testimony. 

MR. BEIRNE: Your Honor, Mr. Coven previously 
indicated most of the restrictions and procedures were set up 
by him. Now he appears to be stating -- 


THE COURT: All right, overruled. 


A 
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° r This situation was discussed and arranged at the | 
3 time of the closing. 
4 Q And so after June 15th, did you issue any x 
“44 
5 instructions as to whether the issue could finelly close? } 
6 A No. Instructions to whom? “| 
7 Q To enybedy concerned in the cfifer. an 
8 A ~=ONo, except the t the bank caited me—endtoid-me—}—— 
9 they had a proper count. ‘aan 
10 Q But you didn't do anything at that point’ a 
u s I didn't count the certificetes, no. 
L Q And did you speak to Mr. Bowes at this point’ 
13 A I think Mr. Bowes not notified by the bank to pick 
i4 up a check. a 
% Q Did you heave eny conversation with him? 3 
6 A I don't believe I did. 4 
" Q Did you ever ask him whet he was going to do, if a: 
B anything? ‘ 
MR. DERFNER: Objection to form, your Honoer. \ 
- A Gcing to do about what? | 
” THE COURT: Sustained. 3 
Q How did you find out that there hada, in fact, bee 
> a closing? 
- A The bank authorized me to pick up the check. The 
25 


bank authorized Bowes to pick up e check. Once they notified 


iprm Coven-cross 633a 3662 
me to pick up a check, there was a closing. 

Q That is how you learned it? 

A I called up the bank to find out or they celled 
me -- I think I called them to find out whether it would be 


eppropriate et that time to pick up the check whicn wes lying 


THE COURT: Which check is that now? Do you meen) . 
: rug 4 
THE WITNESS: My fee was a coutingent fee. 
THE CCURT: Or do you mean the Dennison -- 
THE WITNESS: Dennison Personnel hed left a check 


at the bank. 


> 
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THE COURT: When did Dennison get its check? 
THE WITNESS: I believe the 21st or somewhere 


about that. They left the check in escrow. The check didn't 


6 RAIS * 
ee ‘ 


come out of the escrow account. It was a check on some other 


=< 
. 


bank and I was not authorized to pick up that check until 
various conditions were met. 7 

THE COURT: Which check? 

THE WITNESS: The fee check. 

THE COURT: And that was the 2ist? 


THE WITNESS: I don't recall the exact date. 


| MR. DERFNER: Your Honor, the check that is being 


* 

1 |} hprm Coven-cross 6342 3663 

2 referred to is part of Exhibit P-5. It is check number 5412, 

3 drawn on Dennison's ccount. 

4 THE WITNESS: The check was dated June leth. 

5 || Bowesg dated the check the date of the closing and left it with 

6 || the ben | 

7 THE CCURT: Whrt is on the back* 

8 MR. HEGHMANN: It appears to have cleared the benk 

9 on June 23, '72, your Honor. . 

10 Q So, Mr. Coven -- 

i MR. DERFNER: Your Honor, before we get into the , :; 
ns question, I notice a notation of June 26, 1972, on this check. ¢ 
* I don't see anything about June 23rd. Your Honor, I don't H 
” know what this means. I see two -- 34 
- THE COURT: In any event, who does the record snow : 
” so far, that no money was paid out until the 21st? 3 
- MR. DERFNER: That is correct, your Honor. * 
° THE COURT: Would you mind showing the witness P-1l se 
™ and I would like you to indicate where it is indicated how | if 

much money had to be in the escrow account before you can have 

. @ minimum closing. f 
” THE WITNESS: When three million shares are sold, | 
* basically that means when good indications are received, not 
ss even money has to be received, that issue is effective. When 
. three million shares are sold, unless three million shares ar 
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and 2 half, or what have you. That is what dilution is. 
THE COURT: All right, go ahead. 

BY MR. BEIRNE: 

Q Mr. Coven, you elso examined the escrow agreement 
as well es the prospectus, did you not? 

4 Right. 

Q Do you recall what the escrow agreement provided 
with respect to the collection of $300,000? 

A I would like to get a copy of it. 

q@ Mr. Coven, did you execute the escrow agreement -- 
I meen, did you draft it? 

hs That escrow agreement was drafted and sent to the 
bank for approval. Basically it is the banks' legsl departme ts. 
have the final word. 3 

Q They have the final werd, but your office drafted 
it; is thet correct? | 4 

A Right. . 

Q I am showing you Plaintiff's 14 in evidence, and 
directing your attention to peregraph 2D. Will you read thet 
paragraph and tell the Court what your contemplation of the 
meaning of that paragraph is, or was? 


MR. JAFFE: Your Honor, I object. The agreement 


is in evidence and it speeks for itself. 


THE COURT: Overruled. 
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A Tre* hes to be texen in conjunction with paregreon 
B; “In the eve enere shell net te 200,000 in the escrow 
acccunt on delivery dete," etcetere, "es a result of the fect 


that three million sneres of stock were not scld on cr before 
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eccount are sufficient to distribute thet meximun amount, it 
provides the underwriters are to get $45,000, if tne funds in 


the escrow fund is sufficient to provide that emount. 


Q The funcis were never sufficient to provide thet 
amcunt, were they? 

4 It was sufficient to provice $255,000. 

Q But not the other figure. 

A Not the cther figure, because he had deducted his 


Giscounts end commissions. It merely means the bank doesn't 
heve to pay it out. 

q@ And of course, you séy you determined thet the 
uncsrvriter ned, in fact, collected the money dul just 


oa.» 


Gceducted his commissions oy the varicus steps that you btervi- 


fied te; is thet correct? , 
A I determined that three million, at leest taree 


million sheres hed been scold. Thet was the signel sufficient | 


eo me taet the beneficiel interest in thet erzcrov ececount 
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tne escrow eccount which belonged te the company then wes { 
required in the prospectus. The ccnpany got more money tnen | 

2S reguirecé to be paid to it under the minimun of the 

orespectus 
But cf course, at the me Gime you iszued a lett-} 
J. vt, ONT Cheon the arsxt thine that pnsenencd wae th 


you found out about the closing ectuelly having occurred eftc 
the fact, isn't that correct? 


MR. DERFNER: Objecticn, your Honor. 
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not a true stetenent at ell. | 
MR. DieRFNiR: I believe the form is Gefective. | 
THE COURT: I will elicw it. 

TH: WITW2S5SS: Thet is not true at ell. Wheat 


occurred is that letter is written efter the closing end it 
is a conditional letter to the bank, at their request, subjeci 
to performance of other conditions. 


~ But you wrote it before you Looked at the tronsfe: 


recores end before the certificstes hed been delivered to th: 


emh and serore the benk hed ccuntié tha: cortificeter. 
6 That is right. It was e conditional letter. 
Q And you did nothing in the way of -- is 
4 In other words, the oank wanted to know, bdasicall 
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éssuning that the shares were sold, how the distrioution we: 


to be mede to the respective underwriters, for example, of 


“para Coven-cress 
their comsissiens end ciscounts. 
ne i: edditicn, cf course, 


-G Seggos, Stevens, Jackson & Segzcs, to write 
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from you and from 
4s thet ccrrect: 
4 The dank recuired 
er from me; it required e 1° tte ‘om Stevens, Jackson 


Segsos end I don't know what other papers they requirec fr-7 
Cambricge, but they cid require the peper which seic 
tney ned deducted their ccmmissionsand allcwances, which was 
benk. 
Did you tell ‘the kK thet ycur letter wes cen- 
BRe DUTiLNs Your Eoncr, I tellevi 


Cugnt to be shown a c< of the letter. 


Q Y King you Plaintiff's 20 in eviaccnce. 
A 


The errangement msde at the benk wes thet tae 


-02ing Wes subject to the ccnzitions thet I nave cublléinec. 


June i3th letter was accepted, or sent conditicnel unin 
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the accomplishment of the other matters which cbviously cou2d 


not be had by the 13th, subject to delivery of the shares, the 


escrow egent for full counting. ~ ih 
Q In the opening part of that letter, it Sseys, 
"There were 3,075,000 sheres of Dennison Personnel sold." 
sry2 is the condition oy 


MR. DERFNER: Objection, your Honor. Mr. Coven 
never testified that thet statement was conditional. He seid 
the letter was conditionel. If Mr. Beirne wants to test thet 
testimony, he should teke the ‘entire letter in its context, 
beceuse I believ the letter speaks for itself es far as 


condition -- ee 


4 The letter doesn't state -- 


et ee a 
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THE COURT: I will sustain the objection. 


a 
: 


Q Would you examine Pleintiff's 20, Mr. Coven, end b 
tell the Court, if enywhere, it says thet that letter is ay 
conditional. 4 


A Thac is not my testimony, Mr. Beirne. I seid io 
thet this letter was accepted by the bank conditionelly, 
sudject to the full counting of the shares, which by agreement, 


on June l2th, they were to receive directly, and the under- 


*”~ 


writers were denied access to it. That was my testimony. 


THE COURT: Mr. Beirne, you ere not suggesting 
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the second sentence contemplated the transfer agent would 
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to 


think there is no question that these may be sensitive and 


3 | prejudicial areas. It is beyond the scope of direct examina- 
{| 
4 || tion. I acknowledge Mr. Beirne's right to probe Mr. Coven's 
| 
o || testimony, but that right must stop short of collateral areas 
6 | ae ; ; 
|| and prejudicial areas. I believe that is what he has embarked 


upon. And, your Honor, these Subjects have brought up 


before, Mr. Beirne asked this befcre, and I have objected 


wo 


before, and it has been sustained and he nonethless persists 


w } in this line. 
= THE COURT: Yes, but I think the question may be 
2 |i 
|| allowed now. He hasen't asked what he represented him for or 
iS | what were the matters about. I will allow the question. I 
| 
14 |] : : 2 ss : : . 
} think the question is after June 29th -- what is the question 
i 
9 || Mr. Beirne? 
16 || ; 
\ Q After June 29th, did you represent Carlton 
9 al | ae alt : : : 
Lambridge in connection with any public offerings? 
18 || 
| A I believe I was on issue called analytic -- 
19 jj 
| THE COURT: You don't have to tell us what. 
20 |] , 
i THE WITNESS: I believe I was on an issue for a. 
a a 
' | Tew days, and then something later, when Rega was out of Carlt 
2 | 
| Cambridge, I appeared for them in 4 law suit, momentarily -- 
23 | 
MR. DERFNER: The question, your Honor, related 
24 ae. 
; to Public offering. 
95 


Mr. JAFFE: Your Honor, if I may renew my objection 


to 


oe 


| 


| representation of Carlton Cambridge after Mr. Rega had left, 


wee 
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the question was, did he ever represent Carlton Cambridge after 
June 29th, and now there is a broader period. I think the 


relevance, as I understood the question originally, it was argued 
to what Mr. Rega was telling him during a certain period of 


time. 


THE COURT: I will Strike the reference to any 


Your question is related to Mr. Rega essentially. The answer 


is -- 
THE WITNESS: Basically I only know of one issue 
for a very short time; a week, ten days. 
MR. DERFNER: At this time can we act the 
approximately date of that, your Honor? 
BY MR. BEIRNE: 
Q Would you give the date, Mr. Coven? 


A I really don't know. May I step down? I may 


THE COURT: Yes. 


A (Continuing) My memory is refreshed by looking at 


-- it was about December 29. 397s. 


THE COURT: I am going to reverse my ruling, Mr. 


Derfner. I will allow the question as to whether Or not Mr. 


Coven was angry at Mr. Rega on June 29th. Before we got into 


this, what is the answer new? 


10 
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THE WITNESS: December 29th, besed upon the 
ordinary prospectus. 

THE COURT: That is the last time you réepresentcd 
Carlton, while Rege was there ? 

THS WITNESS: To the best of my recollecticn. 

MR. JAFFE: Your Honor, waz that the last tine cr 
the next time, your Honor. I think that is important. 

MR. BEIRNE: It is the one he remembers. 

THE WITNESS: I think that was probably the next 
time. Thet-only lasted for a-few days. 
Q Mr. Coven, would you answer the question as to 


whether you were angry at Mr. Rega when you leerned of the 


trading on June 29th? 


A I was upset. 

Q Dic you express this to Mr. Rege? 

A I believe I did. 

Q Do you remember what you said to him ? 

& I think I esked him if he was out of his mind. 

Q Wheat did he say, do you remember? 

A He ceme beck with an offensive, "Never mind thet, | 


we have other problems." 
Q Did he consider you his attorney that you should 
worry about this problem? 


MR. DERFNER: Objection, he is asking fr the 
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AFTERNSON SESSION 


THE COURT: All right, proceed. 


CROSS .EXAMINATION CONTINUED 


MR. BEIRNEs 


) My re we bro} , I believe 


I had asked you whether you hed recommended Carlton Cambridge 


as underwriter to any issuers between June 29, 1972, and 
Novemper of 1972. Do you remember if you recommended sny 


issuers or directed them to Carlton Cambridge during thet 
o o 


A I may have hed an issue with them, but I don't 
recall recommending it. 

Q When you say you mey have had en issue with them, 
what do you mean? 

A The only issue that comes to mind is an issue 
called Aztec Products. I didn't recommend that to Carlton 
Cambridge. I was the attorney. 

Q Cerlton Cambridge was the uncerwriter; is thet 
correct? 

A Right. I don't know the dates of the issue. I 
think it became effective in '73. I'm not certain of that. 

MR. BEIRNE: Your Honor, I would like to heve a 


Commission official public file No. 24 in Y7692 deemed marked 
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horm Coven-cross 
for identification as Plaintiff's No. 
THE COURT: All right. 
(Plaintiff's Exhioit 113 deemed marked for 
identification. ) 
MR. BEIRNE: This file is the officiel putlic 
- in connecticn with the offering of @ 
Products, Inc. . 

Q I am showing you that file, Mr. Coven, and 
specifically the consent end certification by the underwriter, 
signed by Mr. Rega, in connection with thet offering. Tces 
thet refresh your recollection es to epproximetely when that 


offering was being worked on or Was being prepered? 


MR. DERFNER: Objection, your Yonor. The question 


was originally, did Mr. Coven recommend Carlton Cambridge anc 
the answer was no, and he hed no recollection when it beceme 
effective. The relevant question was, did he recommend -- 

THE WITNESS: I didn't recommend the issue to 
Carlton Cambridge. 

THE COURT: As I understand the answer, the enswer 
was taet he did not recommend Carlton to the issuer but he 
was the attorney for the issuer end the issuer did use Cerlton 
as an underwriter. 

MR. DERFNCR: That is correct, your Honor. 


THE “OURT: I will allow the question. 
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A The issue became effective Februery 5, '73, end 


was worked on during the July '72 period. However, I didn't 


recommend this issue to Cerlton Cambridge. 


— That consent by Mr. Rege that I referred your 
attention to, whet is the date cn thet? 

S July 17, "72 -= July 31, ‘72, receive 

q The July 17th date, thet is the same date of the 


deregistration emendment in connection with Dennison, is it 


A Yes. I hed no connection with it whatscever, I | 
don't believe I was working on this particuler issue presentl;. | 
«, You testified on direct with respect to the 
deregistration, and your conversation with Mr. Bowes in connec 
tion with deregistration. Did you ever inform Nr. Bowes tnet 
Carlton Cembridge had sterted to meke a merket in the stock 
of Dennison Personnel 7? 
MR. DERFNER: Objection, your Honor, to the form, | 
unless it is clerified as to the time of the conversation. 
THE CCURT: All right. 
MR. BEIRNE: I will withdrew the question. 


Q You learned thet Carlton Cambridge was making a 


4 Yes. 


merket in Denn’ on on June 29th; is that. correct? ; 
Q At any time subsequent to June 29th, did you 
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before, had he? 
MR. DERFNER: Obdjection, your Honor, "suggestion 
of this type." 
Q Suggestion as to how the offering should be 


conducted, end what steps should be teken. de hecn't dene tas 


previocusiv, hed he? 


A Mr. Bowes did stete he new nany underwriters, 
services of many underwriters and hed ample contacts in the 
street. 

Q But the underwriters chosen were Seggos end 
Cerlton Cambridge, isn't that correct? 

A Yes. Carlton Cambridge, in my mind, was the 


finest underwriter et that time. 


Q Mr. Bowes had nothing to do with choosing then, 
did he? 

A No, he didn't. 

Q And he hadn't previously mede any suggestion as 


to how the underwriting should be conducted, hed he ? 

4 In whet sense? 

a Isn't it feir to say that Mr. Bowes had gone along 
with whatever proposéls you made with respect to how the 
offering should be conducted? 

A I didn't make any proposals es to how the offering; 


was to be conducted. As I recell.the testimony here, Mr. Ziff 
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mede frequent visits to Mr. Bowes and Mr. Bowes furnished Mr. 
Ziffer with customers. 

Q Didn't you inform Mr. Bowes of the change in 
underwriters, let's say, from Lehmen Bartels to Stevens, 
Jeckson & Seggos? 

A Yes. 


Q Didn't you inform him of the change in price from 


nb hbo 


rye tye 


” ah beans 


five dollars to ten cents? Ads 
4 

A Yes. pt 

Q Didn't you inform‘him when Cerlton Cambridge came 4 


into the picture? 


A Yes. 
Q And he didn't question thet, did ne? 
A He didn't interfere. 
a a But now, when -- ies aoe 
iets However, Mr. Bowes did check out on each one of 


these occasions before he gave his consent. 
q In July, though, Mr. Bowes suggested finding én 
underwriter rather then following your advise, is that what 


you are seying? 


> A = Mr. Bowes didn't want to deregister these sheres. 
= 


He was trying in every way to avoid doing that. He offered m 


re in, _compense tion if I could. 80 - ac Xie with 
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MR. BeIRNze:s I cen give my recollection. 

THe CCURT: The year of the trial. 

MR. BeIRNi: It was 1971, your Honor. 

THE COURT: Co you recall that as being the year 

Oo kh tri 7 Aree © 

of Ylel Lore 

Tis. WETHSSS?: Ib vas a@ leone period of ttne,. = 
Gon't recall the year. I will accept somebody's word for it, 
but L[ aon't recell. 

THS COURT: I will check the date and take judi- 
cial notice of what was repcerted es having cccurred. The 
offer, I gatner, is related to thet pertion of the testimony 


ith respect to the 
that this case 
issue was effected, 
what may be 
application for 


in 


to 


Coven 


in Dennison if there hasn't yet been a 


cognizant in the 


goes beyond the Gate, 
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had asked you, I believe, to sign the deregistration 
es his agent; is that correct, and thet you refused 


dg 


A No, I didn't say tnat. I said that Mr. 


o 
Ky 
oa 
=) 
3 
oO 
2) 
+ 


Thet is a technicel term eppe 


S 
registration. This being agent for service of preces 
permit an agent to deregister an issue. 
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A Yes, they-- 

Q DO you recall that, sir? 

A Yes, I do. 

Q Sir, do you also recall testimony that you gave 


regarding the fact that Dennison Personnel received a prorerl] 


executed copy of that letter of intent? 
A Yes. 
MR. DERFNER: May I have this marked fcc iden- 
tification? 
(Defendant Coven's Exhibit D-26, marked for 
identification.) 
Q Mr. Coven, I show you a copy of D-26 marked for 


identification and ask you if you can identify it? 


A Yes. 
@) What is it, sir? 
A A letter of intent dated June 30, 1971, signed 


by Jack Lehman, III, a principal of Lehman, Bartels, and this 
was the letter of intent which was delivered to me in the 
presence of Mr. Bowes on June 30, 1971, in my office. 
Q Does this letter of intent relate to the 
Dennison public offering? 
A Yes, it does. 
MR. DERFNER: I will show it to plaintiff, your 


Honor, and other counsel and offer it in evidence. 
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THE WITNESS: Let me correct that date. July 


2nd, that was delivered. It is dated June 30th and a 
July 2nd. 
MR. BEIRNE: May I ask a couple of questiors on 
voir dire? 
THE COURT: Yes. 
VOIR DIRE EXAMINATION 


BY MR. BEIRNE: 


Q Mr. Coven, D-26 for identification, where had 


that been for the last two years? 

MR. DERFNER: Objection to the form of the 
question, your Honor. 

THE COURT: Just a moment. You have offered 
it? 


MR. DERFNER: Yes, your Honor. I heve no objec- 


tion to the subject matter. Only to the form of the ques- 
tion. 
THE COURT: I don't see the basis for your 

question, Mr. Beirne. 
BY MR. BEIRNE: 

Q Mr. Coven, you brought that document 
with you here today, is that correct? 

A I did. 


Q And where did you get it from? 
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2 | A My office. | 
3 | Q Has it been in your office, let's say, for the 
4 || last year, do you know? 
5 A I moved my office in May of '72. Incidentally, | 
6 || sir, this documental match 


in every particular respect, inter-| 


lineation in the typewriter o 


CSC e} 3 ee .c 1 Iep 88 
£ tne document sianed b aX 


It's dated June 30th. This document confirms in every 


8 || Bowes. It is a genuine document. 

3 | Q Except for the fact it is not signed by you as 

10 | the other one is. 

11 A That is correct. | 

le | MR. DERFNER: Your Honor, one point I would like 

13 || to clarify here. 1 believe Mr. Coven was incorrect as to the 

14 || year of moving his office. You stated May, '72, Mr. Coven. | 

15 || THE WITNESS: May, '73 I moved my office. 

16 || Q Regardless of the location of your office, that 

W document has been in your files since it was executed, is that 

18 correct? 

19 A That's correct. | 

20 Q To your knowledge, was that document or a copy | 

21 of it given to Mr. Bowes? | 

22 | 
A Mr. Bowes received a copy of this document in 

a the usual fashion. Lehman, Bartels & Company gave one t us, 

” ard Mr. Bowes gave one to them. This was done July 2, 1971. 

25 
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interlineation, typing, precisely witn the document that | 


you have in your hand there tnat I signed by mistake. 


Q Do you know whether Mr. Bowes received a copy-- 


MR. DERFNER: Your Honor, I submit these ques- 
tions are not preper subject for voir dire. 


MR. BEikNE: I am attempting to determine the 


A Yes, he received it. | 
| 
| 


relevance si this document as to whether it was ever received| 
by anybody other than Mr. Coven. | 

MR. DERFNER: I don't believe that is proper | 
for voir dire, your Honor. 


THE COURT: Just a moment, please. Not on voir 


dire. Sustained. 


Now, there is an outstanding offer of this, which 
is marked 25 for identification. What is the position of aa 
plaintiff? 

MR. BEIRNE: Your Honor, we will object to the 
introduction of this document on two grounds. First of all, 
we don't know anything about the signature which purports 
to be the signature of somebody from Lehman, Bartels. 

Secondly, we don't know that Mr. Bowes received 


a document with the signature of the person that signed this 


particular copy. 


THE WITNESS: Lis was signed in my presence and-- 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


10 


1] 


8 FF 8 B 


hpv 7 Coven-redirect 668a 3713 
MR. DERFNER: Mr. Coven, please. 
THE COURT: You say you object first on the 
ground of authentication? 


MR. BEIRNE: That's correct, authentication and 


to the second objection first. As to relevance it was the 
plaintiff over my objection who inquired at length of Mr. 
Coven with regard to the Lehman, Bartels letter of intent 
and I believe that their of1ét of proof was--I withdmw 
that--but I believe the purpose of that was to stow that Mr. 
Coven's statements that Mr. Bowes received a properly exe- 
cuted copy of this letter of intent were not entitled to 
any weight an! to raise various and sundry others irregu- 
larities in this issue. 

We submit, your Honor, this goes counter to that 
and supports Mr. Coven's testimony on cross examination that 
Mr. Bowes received a properly executed letter from Lehman & 
Bartels, 

With regard to the first objection, which is 
authenticity, I would State, your Honor, perhaps a few more 
questions on this document, a few more answers by Mr. Coven, 


maybe dispositive of that. 
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BY MR. DERFNER: 
Q Mr. Coven, are you familiar with the signature 


of Mr. Jack Lehman III? 


A Yes. Jack Lehman-- 

Q Just yes or no. 

A Yes 

Q Sir, did you state that this document was signed 


in your presence by Jack Lehman, III? 


A Yes, it was and in the presence of Mr. Bowes. 

Q Is this Mr. Jack Lehman,III's signature? 

A Yes, 26 £8. 

Q Did you see him put that signature to that 
document? 

A Yes, I did. 


MR. BEIRNE: Authentication is no longer a 
wuestion, your Honor. It does leave relevance in that I 
don't believe there is any evidence that a ccpy with this 
signature on it was at any time shown to Mr. Bowes or de- 
livered to Mr. Bowes. 

MR. DERFNER: There was testimony it was signed 
n Mr. Bowes’ presence and Mr. Bowes got a copy. 

THE COURT: Is that your testimony? 

THE WITNESS: Yes. 


THE COURT: All right, received. 
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(Defendant Coven's Exhibit 26, received in 


evidence.) 

MR. DERFNER: Your Honor, that document does not 
appear on the pretrial order and there is an explanation for 
chat and I also do not have copies for the Court and counsel 
for this and there is an explanation for that too, if the 
Corr. is interested. i 

THE COURT: Maybe you cm explain to me once 
ajé u, this is offered for what purpose? 

MR. DERFNER: This is cffered to rebut the cross 

mination of Mr. “oven by the plaintiff on the issue of 
tie original lettey of intent signed erroneously by Mr. 
coven, which was received in evidence, offered in evidence 
by plaintiff and received, and Mr. Coven didn't testify to | 
this on direct examination. | 


On cross examinetion he was extensively examined 


on this and this is corroborative of his testimony that 
there was a properly executed letter of intent and that 
Mr. Bowes did receive the same. 


THE COURT: All right, go ahead. 


BY MR. DERFNER: 
Q Now, Mr. Coven, do you recall on cross examina- 
tion the questions by Mr. Beirne, with regard to the law firw 


of Stanger & Robson, to the effect that they appeared as 
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counsel to Lehman, Bartels without the permission and consent 


A Yes, they-- 

Q Do you recall that? 

A Yes, 1 recall that cross examination and the 
intimations of it. 

Q Do you recall Mr. Beirne's questions, wasn't 
it a fact Mr. Robson had never given his consent to that 
issue? 


A Yes. 


or consultation by yourself with that law firm? 


Q I show you Defendant's Exhibit D27 for identi- 
fication and ask you if you can identify that? 

A This is a letter from Morton S$. Robson in con- 
nection with Dennison Personnel, Inc. dated November aes 
1971 together with a copy and envelope postmarked,-- 

Q Is that letter signed? 

Yes. 

To whom is it addressed? 

Mr. Bernard Coven, 250 West 57th Street. 
Is this an original or-- 

This is a copy. 

Did you make this copy? 

Yes. I have the original in my office. 


MR. DERFNER: I show Exhibit D27 to counsel 
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for plaintiff and other counsel and ask it be admitted. 
If there are no objections, I will offer it in 
evidence. 
5 MR. BEIRNE: Your Honor, I object on the ground 


6 of relevance. It is true I asked a question on cross exami- 


nation and it is further true that Mr. Coven testified whar 


I was suggesting was not his recollection, etc. And his 


I don't believe 


testimony is at this point uncontradicted. 


thatmakes this document relevant. 


ll MR. DERFNER: Your Honor, if I may, I am 


shocked to hear Mr. Beirne speak that way. I believe he 


made various representations with regard to Mr. Coven's 


veracity and credibility as a witness. 


He asked the Court to allow him a lot of leeway 
and in some degree the Court allowed him leeway in testing 


This is supportive of his credi- 


Mr. Coven's credibility. 
bility and dispositive of the issue raised by the plaintiff 


and not by us that Mr. Robson was put on the issue of 


» Dennison Personnel without Mr. Robson's consent and-- 

s THE COURT: I don't see that there is any 

= evidence to the contrary. What is there to offset? The 
” plaintiff apparently anticipated or at least the answers 
” they got didn't separate the propostion asserted by the 
25 


plaintiff. 
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notices to the company. The underwriting provides all no- 
tices go to the conpany. 
Q Sir, referring specifically to paragraph 7 oi 
the underwriting coment, I ask you to read the Last. 
seatence of tnat parayrepn, sir. 
uncarurirors 
terminate their obligation under this agreement forthwith 
by written or telegraphic notice to the company." 
Q Sir, in your capacity as counsel to the isswr. 
did you-receive any written or telegraphic notice from 
Carlton Cambridge, Stevens, Jackson & Seggos, stating the. 
wished to terminate their underwriting agreement? 
A No. 
Q To your knowledge did Dennison Personnel recei- 
such notice? 


A No. All notices were to be sent to the company - 
Oa 


and the company never notified me. 
a eet 


RA aaa 


Q Did Mr. Bowes state he receiv uch notice 


from the underwriters? — 


A No. 
aia cael 


- 
——e 


Q Is your statement, sir, all notices were to be 


sent to the company predicated on paragraph 9-- 


A Yes, that all notices pursuant to the agrecme 


“6 


in the cese of the company shall be sent to the conmny at 
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Q I'm sorry, June l, 1972, that's correct. Do ye 


| 
| 
. 32 Eroadway, Kew York , New York 10017. 
3 Q You were never irformed by Mv. Bowes or nvone | 
4 else that these notices were received by the compai. is | 
5 that correct? 
6 A That's correct. | 
| 
7 Leek ® bass 47% mg & js -, « —_— : os ° 32 
fi COURT sid there come a time shen you ¢ 
8 : : ; . 
draw a conclusion that the maximum was no longer being 
9 gs 
offered? | 
10 = vo : 4 
THE WITNESS: Yes, on June 29th, when I receiv. 4 | 
" notice of Carlton Cambridge Trading in this issue. That 
12 : ae ; a : ; 
was the signal that the issue was in a position that it ec ji 
13 a * | roe: 
no longer be offered. Between the period of June 12th to‘ en, 
| 
14 ; : ) “eae | 
your Honor, it todk until the 21st to determine if the mir:: - | 
a 
15 : ; , | 
mum was effective and it was only a few days after that, to 
16 cs * . 
the 29th, that it came to my attention. 
17 : ay 
Q Mr. Coven, I am showing you.a copy of Exhibit 
18 
D 21 in evidence. : 
19 Penne i 
MR. DERFNER: Your Honor, I made a copy for th 
20 } ; 
* Court’ s convenience. es - 
21 
(Handed to the Court.) 
22 ' 
Q I ask you, sir, to look at the second pert of 
n 
that exhibit, which is the letter dated June 21, 1972, | 
A It's dated June lst. 
| 


373% 


1 hpv 32 Coven-redirect 675a af 


2 Q Did there come a time when you received the 
3 transfers? : 
4 A 6s, sit; 
5 & Did there come a time thereafter when you hac 
| 
6 conversation with Republic National Rank relative to Dann’ -:- 
7 Personnel? 
8 A Yes. 
9 MR. BEIRNE: Your Honor, at this point may lL 
10 interrupt, I believw> in the last discussion with the escre. 
11 agent Mr. Coven didn't identify the individual. 
9 = ° : 
¥ Q Mr. Coven, do you recall with whem you spoke 
13 on that occasion which you have °>—st testified to? 
14 ; ; ; le : 
4 I believe it was Hirsct. 0» Leitel. He was the 
6 attorney for the bank. 
16 ‘ - 
r Q Morris Hirsch? 
17 : : e ; 
A Yes, or Leitel. He was the, i1ttorney for the 
18 
bank. ‘ 
1 P , ‘ ; : 
° Q Did there come a time, sir after you received 
20 - ‘. ; ; ‘ . 
the transfer list when yeu had a conversation with semeone 
2) SUNG Ss Bid: * : : ae 
from Republic National Bank relative to Dennison Personnel ° 
22 : 
A At the tise I picked up the check, yes. 
23 Neh 
Q Do you recall with whom you had a discussion? 
2% me a . ‘ . “+2 , 7: 
A Tnat conversation was with Mr. Hirsch, 1 velie 
25 


Q Did you have any discussions prior to the time 
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been noticlied. 


* 


I would direct the transfe 


company to send up shares to the escrow agent for 


physical counting, and that I would send him a 


asked for that letter, as to how funds 


the event that the nusber of shares 


checked out. 
Q was 
required pricr to releasing the escrow fund, sir? 
A Satisfaction 


on both my part 


part that at least three inillion shars were 


| between you and the escrow agent relative to when the e 
| 
| funds could or should be released? 
A Yes. 
| a é 

Q What did you say to the escrow agent in tha 
| regard, sir? \ 


= 


W2re 
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\ I didn't feel it was necessary to alarm Mr 
Bowes. My preliminary examination indicated that Segges 
was in ratio and subsequent auditing indicated that he + 


Q Mr. Coven, when you left the meeting on Junc 
| ita : 4 , ‘ 
| 1972, at Republic National Bank, were there any discussic: 


letter of 


wel. 


there any discussion as to what would be 


<Aalet ah oe 
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MR, JAFFE: I meant redirect at all times, your 


Q You did have some communication with the under- 


writers between the period June 12th to June 29th, is that 


MR. DERFNER: Objection, your ‘Jonor, that was 
not testified to on redirect. On redirect Mr. Coven testi- 
fied he had no conversations with the underwriters relative 
to D.nnison in that period of time. 

MR. JAFFE: I only asked if he had any comnuni- 
catiais between the underwriters between the period Jjune-- 

THE COURT: Do you want to put in in that form? 
Did you? 

THE WITNESS: Yes. 

Q At any time during those communications did you 
remind them of their obligation to sell additional shares of 


Dennison Personnel under the underwriting agreement? 


A No, I didn't remind them. 
Q Did you speak about their obligations? 
A No, I never would do that. 


MR. JAFFE: No further questions, your Honor. 
: MR. BERGER: I have no questions, your Honor. 
MR. JAFFE: Your Honor, in those last various 


questions I used the word “obligation,” which is Mr. Coven's 


